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THE OUTLOOK 
The Break in the Rails—High Investment Yields—Success of 

War Loan Assured—Inflation—The Market Prospect 

HE decline in prices of standard railroad stocks has been the notable feature 
of the market. Few appreciate the extent to which it has been carried. 
Among the principal railroads of the country, the following have sold even 

lower than in the panic of 1907: 
Baltimore & Ohio Illinois Central 
C. M. &. St. Paul New Haven 
Chicago & N. W. New York Central 
Big Four Ontario & Western 
Delaware & Hudson . Pennsylvania 
Erie Northern Pacific 
Great Northern Mo. Kans. & Tex. 

And this list is exclusive of such roads as Missouri Pacific, Rock Island, Wabash, 
St. Louis & San Francisco, Chicago Gt. Western, Minneapolis & St. Louis, 
Wheeling & Lake Erie, etc., which have in the meantime passed through re- 
ceivership and reorganization. 

In the industrial section of the list the situation is of course quite different. 
Nearly all industrials are far above the prices of 1907 and most of the steel 
and copper stocks are still within hailing distance of the high points touched 
in 1916. 

Causes of Weaknese’in the"Rails 
HE immediate occasion of the heavy selling of the rails has been the desire 

of large investors to put their money into the new Government loan. In- 
vestors have naturally liquidated those issues which seemed to have the poorest 
prospects. As between Steel common, for example, now earning at the rate of 
over 50 per cent. a year, and Great Northern, earning at the rate of 9 per cent., 
the investor who wishés to put money into United States bonds would naturally 
prefer to sell the Great Northern—even though earnings of 9 per cent. should 
be sufficient to maintain dividends. 

But the real cause of the decline in railway values lies deeper. Many in- 
vestors have become discouraged as to the whole railway situation. They 
reason that the rails are able to earn only a moderate excess over their dividend 
requirements even with the recordsbreaking business now being hauled; that 
their needs for new capital are very large, and the new capital is nowhere in 
sight for a long time to come; that rates are now under the iron control of the 

(147) 



148 THE MAGAZINE OF WALL STREET 

Interstate Commerce Commission; and that the Government is already prac- 
tically conscripting the roads for war purposes. The Commerce Commission 
has just given a loud hint that the pod should not increase dividends during 
the war, and it is presumed that extra dividends, as paid by the Union Pacific 
or the Norfolk & Western, for example, will also come under the ban. 

If this is the outlook for the railroads now, with general business activity 
at the top notch, what can be expected when the country is carrying the burden 
of a costly war, the duration of which cannot be estimated? 

This is the line of reasoning which has led to such free sales of railroad 
stocks. 

The Other Side 

HERE is always another side to the picture. Transportation is a prime 
necessity and the war makes it more nec than ever, and to be in a 
ition to furnish it the roads must be permitted to earn reasonable profits. 

The Interstate Commerce Commission is evidently disposed to look more favor- 
ably upon an advance in freight rates than ever before. In fact, in view of 
the Government’s attitude in practically forcing the roads to pay higher wages, 
it is hard to see how higher rates can be refused. 

In conscripting the roads for war purposes, the Government will pay for 
their services; and the proposed limitation of passenger service, shortening of 
the time allowed shippers for loading and unloading cars, and gain in efficiency 
by the pooling of freight traffic, will all aid the roads in reducing expenses, 
while the public will be in no position to complain about the inconvenience 
that may result. 

If the roads cannot get capital for extensions and improvements, that means 
that their present plants will be intensively operated. ey must and will get 
out of it every dollar of service possible. 

Hence, even though inducements for speculative activity in railroad stocks 
may be small while the war lasts, there is no apparent reason why investors 
should sacrifice their holdings at the present low level of prices. At 132 
Union Pacific yields over 6 per cent. on an 8 per cent. dividend basis—ignoring 
the 2 per cent. extra; at 107 Great Northern yields more than 614 per cent. on 
the investment; at 51 Pennsylvania yields nearly 6 per cent.; at 99 Northern 
Pacific yields over 7 per cent.; at 119 Louisville yields 5.9 per cent.—and so with 
numerous others. 

The Industrials 

THE industrial list as a whole is still well above the low point of February, 
having resisted the depression in the rails with considerable success. But 

in the mixed conditions created by the war it is no longer possible to consider 
the industrials together. There is wide variation in the market movements 
and outlook of the various issues. 

Thus the principal steel and copper issues have participated but little in 
the decline. ey are still only a little below their high point of March. The 
equipment stocks have lost more, but have still held their own much better than 
the rails and are well above their low prices of last Webruary. The motor 
issues have: been even weaker than the rails, although their decline came earlier, 
and shorts took the opportunity to cover while the rails were falling. 

The market shows less disposition to move as a whole than ever before; 
hence it is necessary for the investor to make his selections with unusual care. 

Effect of the War Loan 

United States bond sale will naturally have its primary effect on invest- 
ment capital. A 3% per cent. tax-free bond is equivalent to an ordinary 

investment yielding from 4 per cent. to 5 per cent. or higher, according to the 
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income tax schedule that may eventually be decided upon by Congress. Some 
are selling other investments in order to participate in the new loan, but they 
are selecting the issues having a relatively low income yield, suchas bonds and 
the highest grade of investment stocks. 

The effect of the war loan on speculation will be secondary and much more 
complicated. A moderate rise in money rates does not deter the speculator 
from buying a stock which he believes is likely to advance sharply—the slight 
additional cost of carrying the stock would be only a small fraction of his ex- 
pected profits. It is not until there is an actual scarcity of capital available for 
speculative purposes that the drain of the war loan will begin to have a marked 
effect on speculation, and that point has not yet been reached. 

Business Inflation Unavoidable 

ON the other hand, a considerable degree of credit and business inflation will 
necessarily accompany our war activities. That will tend toward higher 

prices in many lines and toward a general maintenance of the price level of 
commodities. It is noticeable, for example, that steel and iron prices are still 
riding ing, in spite of the exalted level at which they are already selling, and copper 
metal is again strong under heavy domestic purchases around 30 cents a pound. 

It may be taken for granted that the Coverstiacint and the banks will do 
whatever can be done to prevent inflation, but there is no way to borrow and 
spend $5,000,000,000 without inflation. Such a tremendous amount of capital 
can be furnished by American investors, but not at once. There is no store of 
liquid wealth on hand from which such a sum can be drawn. The accumulat- 
ing surplus of the country will have to be gradually drawn off into Government 
uses instead of being devoted to other purposes. And in the meantime the 
banks will have to provide for immediate Government expenditures by expan- 
sion of credits. 

Success of the Loan Assured © 
THAT is the way the first $2,000,000,000 is being raised, and it is what insures 

the success of the offering. The banks have already taken $450,000,000 
of 3 per cent. certificates which mature July 17. These bank credits are being 
pat ones to England, France and Italy and are being used for current U. S. 
Government purposes as needed. The net result is that $450,000,000 of bank 
credits have been poured into business circles in the form of purchasing power. 

The Market Prospect 
(CATEGORICAL predictions as to the future of the markets, in the midst of 

the new, confused and complicated conditions created by our entrance into 
the World War, would be absurd. But it is plain that the two great factors in 
the situation are: : 

(1) The tremendous drain on accumulated and accumulating capital. 
(2) The rapid expenditure of that capital under high pressure. 
The first factor is bearish, the second bullish. The first tends toward 

higher money rates and lower bond prices. Its principal effect is on strictly 
investment securities. Its effect on speculation is secondary and less important. 

The second or bullish factor has but trifling effect on bonds, a greater 
effect on investment stocks, and its greatest effect on the common stocks of the 
companies which will most directly benefit from the_.Government’s expenditures. 

The policy of price limitation will lessen the profits of such companies. 
But production for war purposes must be stimulated and speeded up to the 
highest notch, and to accomplish that liberal profits will have to be allowed, 
and there will also be a large volume of domestic business over which the 
Government will have no price control. — = = May 8, 1917 



THE MAGAZINE OF WALL STREET 

WALL STREET SHOWS ITS COLORS 

‘ 

oa 

4“, '— eux! 

mn j —! 

SS 
=) 

HAMLIN, Baa | 

—— ~TLin ; « 

This picture was taken in Broad Street looking north to Wall and Nassau Streets. In 
the foreground are grouped the Curb brokers while in the middle distance one perceives the 
classic columns of the U. S. Sub-Treasury building. The flag at the right of the Sub-Treasury 
hides the new building of J. P. Morgan & Co. 
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Our War Financing 
No Time for Investment “Slackers” — Dangers of Optimism 

— Must Adapt Ourselves to New Conditions— 
Bonds Versus Taxation 

By LUIGI CRISCUOLO 

[We take great pleasure in welcoming Mr. Luigi Criscuolo to the ranks of contributors to 
THE MAGAZINE OF WALL STREET. Mr. Criscuolo, who is the Investment Editor of The 
Independent, and a vice-president of the American Association of Financial Statisticians, has 
been a frequent contributor to the contemporary press on financial and economic subjects and 
is associated with important banking and financial interests——EDITOR.] 

HE attention of 
our foremost 
economists and 

bankers has been fo- 
cused upon the sub- 
ject of our war fi- 
nances. Statisticians 
have been busy gath- 
ering figures show- 
ing our wealth and 
income, while econ- 
omists have argued 
for or against bond 

issues or taxation as a means of financing 
the war. Prominent men have broken 
into print on the ability of the country to 
absorb a loan of seven billions of dollars, 
or have argued in the negative. Others 
have expressed themselves in favor of 
taxing coming generations for a part of 
the expense to be incurred. 
When the war broke out in Europe, 

no one seemed to have the real drift 
of what was going to happen to the 
United States, or to Europe. Predic- 
tions were made that the war would 
not last six months, that financial ex- 
haustion would stop hostilities, that the 
tremendous loss of men and capital 
would bankrupt the belligerents, etc. 
The war has been raging for over two 
years and a half and only now are the 
Teutonic Allies beginning to show any 
signs of economic exhaustion. It is 
an American trait to do things in a 
hurry and without much deep thought. 
When the decision was made to enter 
the war all sorts of rash estimates 
were made as to how much money 
would be required, how many men we 
could send abroad and how the financ- 
ing would be managed. Bankers were 
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not to be consulted, some writers 
stated, and the authorities at Wash- 
ington intended to handle the propo- 
sition without interference. 

Seriousness of War 

As a little time elapsed, the serious- 
ness of the business of war began to 
loom up on the horizon. The utter 
unpreparedness of the country, from 
a military standpoint, began to be re- 
alized and those people who had ad- 
vocated preparedness since 1914, 
found their fortunes in the ascend- 
ancy. News began to creep out that 
prominent bankers were in conference 
with the United States Treasury of- 
ficials and it became apparent that the 
Government at last saw the wisdom 
of consulting with specialists in va- 
rious lines in order to secure practical, 
expert opipion. When the seven billion 
dollar loan was talked of, the impress- 
ion prevailed that it would be offered 
at once, two billions in short term 
notes, and five billions in long term 
bonds, three billions of the latter to 
provide the Allies with credits for pur- 
chases here. 

After it was known that the Treas- 
ury Officials had been conferring with 
bankers, the announcement was pub- 
lished that the bulk of the loan would 
not be offered before July first, but 
that certificates of indebtedness bear- 
ing 3 per cent. interest would be sold 
in blocks of $200,000,000 or so. Sev- 
eral blocks have already been sold, 
practically all being taken by banks. 
Some of the funds realized from the 
sale of these certificates are being used 
to finance purchases here on the part 
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of England, France and other coun- 
tries so the transactions will involve 
purely the shifting of credits from 
bank to bank. While the best au- 
thorities argue against the purchase 
of the war bonds by banks alone, the 
temporary financing should be han- 
dled by banks without any disturbance 
to the financial situation. However, 
when the credits begin to reach the 
billion dollar mark, the danger point 
begins to draw near. 
Up to this writing, columns and pages 

of statistics have been printed in news- 
papers and periodicals, setting forth 
our great prosperity, wealth in gold, 
real estate, factories, mines, railroads 
and public utilities of all sorts. All 
of the figures are utilized to demon- 
strate that the United States is in an 
impregnable condition and can easily 
absorb a seven billion dollar loan, 
when England, whose national wealth 
is estimated at one-third of our own 
has been able to raise sixteen billions 
for the war. We should be confident 
and hopeful and enthusiastic about 
this business. But we must not per- 
mit our patriotism to blind us to the 
fact that money, like volunteers for 
the army, must be mobilized with con- 
siderable effort. 

Investment “Slackers” 

As there are “slackers” in the ranks 
of our male inhabitants, go there are 
“slackers” among our investors—peo- 
le who quarrel and quibble about 
Y% per cent. being too little, especially 

if the bonds are not to be tax-exempt. 
There seems to be overlooked what 
sort of a problem confronts us. If our 
—_ could. but see Belgium or 
rance or Poland and the terrible de- 

vastation caused by the war in prop- 
erty as well as men, they would re- 
alize what an unsafe commodity is 
money, what a cheap thing it is com- 
ared with the enjoyment of liberty. 
e love our liberty; our country is 

not perfect; but, to the European 
harassed right and left by tyranny 
and taxes this country of ours has been 
a veritable paradise. With its tre- 
mendous growth, obviously, taxes 
have had to increase and some cor- 

ruption has shown itself. But all of 
these things come in a nation’s life, 
and go with the people awake. 

The investment of our savings in 
these 3% per cent. bonds should not 
be a cold business transaction, nor 
should it be a philanthropic one. We 
are a nation strong in numbers and 
wealth, but weak in experience, equip- 
ment and armaments. Is not our duty 
plain? If we can send our dollars to 
insure the liberties of other demo- 
cratic people, who are stronger than 
we are, are we not in addition insur- 
ing our own liberties to establish 
which so much blood has been spent? 
The problem is not one of statistics; 
the government will see that the 
money is honestly spent. We are not 
ruled by bureaucrats and some of the 
best minds in the country are alive 
to the crisis we face and are giving 
their time unselfishly. The problem 
is: first, one of coaxing out the dol- 
lars from the hiding places in the 
ovens, fire-places, mattresses; and, 
then, out of the savings of business 
and professional men and women, 
many of whom have never invested a 
dollar in bonds or stocks. 

Corporate Financing 

Some idea of the magnitude of the 
present requirements may be gained 
from citing figures on corporate financ- 
ining in this country during the past 
few years. The average for the six 
years ended December 31, 1916, is es- 
timated at $1,650,000,000. Adding to 
this the amount of financing done here 
by foreign countries in 1916, about 
$1,100,000,000, and the approximate 
amount of our securities repurchased 
from European holders in 1916, about 
$1,000,000,000, we have $3,750,000,000. 
This figure may be taken as an extraord- 
inary amount which can be counted 
upon a6 the annual financial capacity 
of the country under present condi- 
tions, without undue exertion. 

If corporate financing were to be 
at a standstill (which is not conceiv- 
able particularly as the war will 
stimulate business in general and re- 
quire increased corporate financing) 
we could expect to raise in a year 
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about four billion dollars without 
greater effort than in normal times. 
But we are living under extraordinary 
conditions and abnormal profits are 
being made in all lines of business. 
Therefore, with extraordinary efforts 
to reach all classes of investors and to 
make investors of people who have sav- 
ings that are not employed it is not un- 
likely that we could float a three billion 
dollar loan in a short time without too 
great difficulties. Whether the whole 
seven billions provided for could be sold 
in a few months, or six, is a question 
that none but sufferers from exag- 
gerated optimism would attempt to 
forecast. 
There are many advocates of war 

revenue by taxation rather than 
through issuance of bonds. It is es- 
timated that during the entire length 
of the war, England raised over five 
billion dollars by various revenues, 
principally taxation. This is at the 
rate of less than two billions a year. 
Last month, a schedule of proposed 
taxes was made public which would 
provide over $1,800,000,000 yearly. 
The methods included income, inheri- 
tance and excess profit taxes, various 
stamp taxes, increased customs, va- 
rious amusement taxes, etc. Without 
knowing the extent of our intended 
operations or what the Allies will re- 
quire of us, it is not possible to say 
how much money will have to be spent 
or how many men will have to be 
equipped. It is not likely, however, 
that our expenses -will exceed five 
billion dollars a year, considering that 
a reliable estimate of England’s ex- 
penditures from August 1, 1914, to 
March 3, 1917, show a total of a little 
over four billion pounds sterling, or 
say twenty billion dollars. Our re- 
quirements are placed at a smaller 
figure, because in the figures for Eng- 
land include loans to its Allies amount- 
ing to nearly £900,000,000. * 
Assuming that our expenditures will 

be five billions a year, outside of loans 
to our Allies, three billions might be 
raised from bond issues and two bill- 
ions by. taxation. The only interests 
which might object to high taxes are 
the ultra-wealthy, who may be taxed 

40 per cent. of income, and they are 
the persons who ought to object the 
least. Their money is indeed useless 
unless it can be employed to protect 
the country and the lives of its own- 
ers. Seeing that while thousands 
must sacrifice their lives, a loss of in- 
come is not likely to worry the sens- 
ible multi-millionaire, who, after all, 
will realize that the sacrifice is only 
temporary and that it will be rewarded 
by an added feeling of security against 
tyrants and autocrats. So the ques- 
tion of taxation becomes a purely 
argumentive one about which we can 
talk ourselves to death. 

Banquets to Bread Tickets 

Whether the funds will be raised 
by bonds or taxes, we should prepare 
to adapt ourselves to a new mode of 
living. One speaker said recently, 
“The transition from banquets to 
bread tickets cannot be made in a day 
or a month, but if, with wheat at $2.50 
a bushel it must come sooner or later, 
let it come sooner rather than later.” 
It is not meant to infer that there 
should ensue a widespread move of 
economy, for either extreme is bad, 
but waste in any form is unnecessary 
and should be eliminated at once. Re- 
sources of all sorts should be con- 
served, food waste in the home should 
be prevented, waste in office or fac- 
tory should be curtailed. Back yards 
of homes should be planted with vege- 
tables by children who will benefit by 
the experience more than by attend- 
ance at the “movies” every afternoon. 

The war may end before we know 
it. By the time we have perfected a 
complete organization for war pur- 
poses, we may find that the German 
people have rebelled against their rul- 
ers and dethroned them. And we may 
hear that the Allies, who cannot in- 
dict a people for the wrongs commit- 
ted by their masters, will have ac- 
cepted peace terms—honorable ones 
even. But, even though we may not 
have sent a man to France, we will 
have instilled into the American people 
added patriotism which, in a time when 
commercialism seems to be rampant, 
is more dear than gold, 
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“Switching” in Investments 
Suggestions for the “Sleeping Investor’—Some Doubtful 

Issues Which Might Be Exchanged for Securities 
With More Assured Prospects 

By GEORGE L. CONVERSE 

HE annual report of the Treas- 
urer of Yale University for last 
year announces the fact that the 

= University has disposed of prac- 
tically its entire holdings of New York, 
New Haven & Hartford Railroad stock, 
of which the previous report had shown 
it held 3,155 shares. This announcement 
calls attention to our often repeated ad- 
vice to subscribers to closely follow their 
investments and to change them when it 
is necessary. There are all too many in- 
vestors, who, holding investments for 
the income from interest and dividends, 
are satisfied until they wake up some 
day to find these investments not only 
heavily depreciated in value but failing 
to pay their interest or dividends. 

Last October under the heading “The 
Sleeping Investor” we called attention 
to the manner in which investors all over 
the country had lost millions in such is- 
sues as New Haven, Missouri Pacific, 
Boston & Maine, Rock Island, etc. In 
view of the serious decline, which has 
taken place in a number of old line se- 
curities, the time seems opportune for 
calling the attention of our subscribers 
to a number of exchanges, which seem 
very advisable at this time. 

Delaware & Hudson 

Undoubtedly a great number of that 
same class of investors who lost millions 
in New Haven have also been witnessing 
their holdings in Delaware & Hudson 
depreciate heavily in value. This com- 
pany is one of the oldest railroad com- 
panies in the country, having been 
started as far back as 1823. It has paid 
regular dividends at the rate of 9 per 
cent. per annum since 1907, inclusive. 
From 1882 until that time it had never 
paid less than 5 per cent. and it paid 
on several occasions as high as 7 per 
cent. As long as many stockholders 
have received their dividend, therefore, 
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they have been satisfied and have not 
profited by the ill-fated example of the 
New Haven stockholders. In the mean- 
time the general average of prices for 
this issue has shown a steady decrease 
ever since 1909 when it sold as high as 
200. It has recently sold 17 points below 
the low paint of 1907, which was 123%. 
Hardly three weeks before it sold at 
106% it sold at 151. Such a tremendous 
decline undoubtedly forecasts a redtic- 
tion in dividends. Obviously then it be- 
hooves holders of this stock to look 
around and seek something into which 
they can exchange and get practically 
the same income. They can do this by 
exchanging into Corn Products Refin- 
ing preferred, which in the opinion of 
many of the best authorities is now on 
a permanent 7 per cent. dividend basis. 

In 1910 the Delaware & Hudson had 
a capitalization of $25,224 per mile in 
capital stock and a funded debt at the 
rate of $30,614 per mile, or a total capi- 
talization of $55,838 per mile. Today, 
however, it has a capitalization of $24,- 
568 per mile in stock but over $44,000 
per mile in bonds. Furthermore, it has 
recently asked permission to issue $4,- 
000,000 in 4 per cent. bonds. Such an 
issue would increase its funded debt to 
practically $46,400 per mile. In other 
words then, whereas the bonded debt in 
1910 amounted to only 55 per cent. of 
the total capitalization, with this new is- 
sue of bonds it will be equivalent to 
over 65 per cent. of the capitalization. 
The percentage has shown a consistent 
increase. In the past such an increase 
has always been considered a weak 
feature. eTaking this in connection with 
the decline in the stock, there is cer- 
tainly sound reason fer advising a sale. 
As a matter of fact the company never 
maintained its property on a plane with 
that of the better eastern roads. Some 
day this skimping of property will have 
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to be made up. The dividend is assured 
for the coming year, but after that the 
future is not bright. 

Corn Products Refining 

Delaware & Hudson is a company the 
financial standing of which is weaken- 
ing. On the other hand Corn Products 
Refining has been steadily improving its 
position both physically and financially. 
Its earnings as outlined in these 
columns before have shown a tremendous 
increase. In fact at the present time it 
is earning at the rate of about 15 per 
cent. on the cémmon stock, which in 
turn is at the rate of about 31 per cent. 
on the preferred. In 1912 the company’s 
interest charges were $356,000 against 
only $255,000 in 1915. Working capital 
in 1912 was only $5,010,000 against 
$11,579,000 in 1916. Net income for 
dividends in 1912 was only $2,050,000 
against $6,083,000 in 1916. 

As the table shows, the income from 
Corn Products Refining would be $95 
less than that for 100 shares of Dela- 
ware & Hudson, but there is 9% per 
cent. of back dividends accumulated on 
the former. This will probably be paid 
off during the coming year. It would 
therefore purchase 11 more shares, the 
income from which would be $77 per 
annum. In other words then, by the end 
of the first year a holder of 100 shares 
D. & H. who exchanged for Corn Prod- 
ucts Refining would be getting an in- 
come of $882 against $900 as at present 
from Delaware & Hudson. 
Lehigh Valley has recently touched 

the lowest point in several years. Here 
too is a stock which has gradually been 
declining. In view of its narrow margin 
above dividends for several years back 
and its decrease in earnings this year, 
the developments would also indicate 
some adverse action by the directors 
in the future. Here too is a stock 
which can be exchanged into Corn Prod- 
ucts Refining Co., from which prac- 
tically the same return can be had as 
that which Lehigh Valley stockholders 
are getting today. 

Yale Sells New Haven 

It is very probable that Yale Univer- 
sity sold its New Haven stock for 

practically double the price at which the 
stock is selling today. In view of the 
heavy decline some persons may say that 
it will be better to hold on to it now. 
That is just what stockholders of this 
company have been saying for the last 
five years after every decline. This is 
the old conclusion which has cost in- 
vestors so many millions. President Had- 
ley of Yale in testifying in Connecticut 
the other day intimated that unless the 
preferred stock issue was permitted, a 
receivership for the New Haven was 
practically certain. Such a development 
would mean that New Haven would sell 
many points under its present price. In 
any event there is small chance for a 
resumption in dividends for a long time 
to come. Therefore, why take the 
chance of a receivership when one can 
purchase into another railroad company, 
which has just been reorganized and 
placed on a strong financial basis? 

I refer to the Pittsburg & West Virginia 
Railroad, the common and preferred 
stocks of which have recently been listed 
on the New York stock exchange. Only 
a miracle or some such volcanic change 
as. occurred in the spectacular boom of 
1915 would enable holders of New 
Haven stock to get their money back 
through exchange into some other issue. 
By an exchange into Pittsburg & West 
Virginia common they are likely to get 
some of it back quicker than by staying 
with New Haven. This stock from all 
indications will go on a dividend basis 
before New Haven. No one can predict 
the actual market movements in it, but 
it ought to go on at least a 4 per cent. 
dividend basis within the next year and 
a half or two years. In order to get the 
same relative return as this one would 
have to get 6 per cent. on New Haven. 
A dividend of 6 per cent. on New Haven 
is one of the hoped for developments 
but probably one that will be a very long 
time, if ever, in coming. 

Receiving Same Income 

In the attached table I have shown 
how 100 shares of these stocks, which 
have been under very heavy pressure 
recently, can be exchanged into other 
stocks, from which practically the same 
return can be had. Back of the decline 
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in all of these stocks, which I have se- 
lected as a sale, are factors, which mean 
that such issues must be looked upon 
in an entirely different light than in 
years past. e stocks which I have 
selected as worthy of investment with 
the proceeds from the sale of the others, 
are stocks of companies which have at- 
tained an entirely new position, they 
have greatly strengthened their financial 
status, are reporting big earnings to- 
day and the outlook for the future is 

I would suggest an exchange of 
Brooklyn Rapid Transit for American 
Car & Foundry, an exchange of Public 
Service of New Jersey for American 
Sugar Refining common, and an ex- 

badly in need of equipment. The Inter- 
state Commerce Commission is duty 
bound to permit rates that will allow 
them to purchase this equipment. No 
company stands to benefit more from 
equipment buying than American Car 
& Foundry. With a profit and loss sur- 
plus of $25,810,000 it’ is in a financial 
position second to but few corporations 
in the country. 

As the table shows the proceeds from 
the sale of Lehigh Valley invested in 
Corn Products preferred would give an 
income $52 less than that received from 
Lehigh Valley. The proceeds from the 
payment of the accumulated dividend, 
however, would purchase about 6 shares 
of Corn Products, preferred. This in 

SOME SUGGESTED INVESTMENT “SWITCHES” 
SELL RAILROADS BUY 

Price Income No.Shares Income 
Delaware & Hudson......... $11,300 $900 Corn Products Pref...... 115 $805* 
Lehigh Valley ...........--- 6,200 500 Corn Products Pref...... 63 441* 
Se & FT were 3,900 =e Pittsburgh & W. Va..... 153 

PUBLIC UTILITIES 

Price Income No.Shares Income 
Brooklyn R. T...........-+++ $6,200 $600 Am. Car & Foundry....... 95 $4807 
Public Service N. J........... 12,500 Se SEE on tintncodaenen tien lll 784 
I nnd caine chanoe 9,700 700 Am. Woolen Pref........... 100 700 

*9144% accumulated dividends being paid off; investment of proceeds nearly would equalize 
income. 

+4% extra being paid; income this year therefore would be the same. 

change of Laclede Gas for American 
Woolen preferred. To be sure, on a 
basis of regular dividends the return 
from American Car & Foundry would 
be considerably less than that from 
Brooklyn Rapid Transit. However, the 
former is paying extra dividends and 
will probably pay at least 6 per cent. 
in the current year, which would bring 
the return practically to that which 
Brooklyn Rapid Transit is now paying. 
Furthermore, it is very probable that the 
dividend on Brooklyn Rapid Transit 
will be cut to 5 per cent. and probably 
4 per cent., for the indications are that 
when the new subways are in operation 
it will mean a decrease in earnings on 
the stock of the company. With the 
dividends cut to 4 per cent. there would 
be no question as to the relative merits 
of these two issues. The railroads are 

turn would increase the iticome to $483, 
or only $17 less than that from Lehigh 
Valley. From all indications the Corn 
Products Refining Co. is going to retain 
a considerable portion of its increased 
business. Certainly it will be sufficient 
to assure the payment of the 7 per cent. 
preferred dividend well into the future. 
Therefore, despite any fluctuations which 
may come in the market I believe hold- 
ers of the stock will be assured of their 
present income, something of which 
they are not assured either in Delaware 
& Hudson or Lehigh Valley. 

Exchanging Public Utilities 

Some may criticise me for advising 
any exchange of Public Service of N. 
J. for American Sugar. Such criticism, 
however, would show entire ignorance 
of conditions, As I show, the income 
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from American Sugar would be only $16 
less than that from Public Service of 
N. J. American Sugar has paid regular 
dividends of 7 per cent. on its common 
stock from 1901 to date. It paid 6% 
per cent. in 1900 and previous to that 
time had paid all the way from 8 per 
cent. in 1801 to 22 per cent. in 1893. 
Public Service Corporation of N. J. on 
the other hand, went on an 8 per cent. 
dividend basis only on June 30, 1916. 
In 1915 it paid 6% per cent., previous 
to which time it paid from 3 per cent. to 
6 per cent. Furthermore, it is a holding 
corporation, whereas American Sugar 
is an operating company and an analy- 
sis of its income accounts and balance 
sheets will bring out more definite con- 
clusions. 

The Laclede Gas Light Company has 
paid regular dividends of 7 per cent. on 
its stock from 1911 inclusive. It also 
paid a 10 per cent. stock dividend in 
1911. Previous to that time it had paid 
dividends of from 3 per cent. in 1898 
to 6% per cent. in 1910. On the other 
hand American Woolen preferred has 
paid regular dividends of 7 per cent. per 
annum from the date of its incorporation 
in 1899. To be sure the latter is an 
industrial corporation, the earnings of 
which have shown a great variation, 
whereas Laclede Gas is a public utility, 
the earnings of. which have been rela- 
tively steady. A comparison of the de- 
preciation accounts of the Laclede Gas 
Co. and other gas companies operating 

in important cities of the country indi- 
cates, however, that Laclede Gas has not 
been maintained as well as the others. 
Certainly it has not deducted relatively 
as large an amount of its earnings for 
depreciation as has such companies as 
the Consolidated Gas Co. of N. Y., 
Brooklyn Union .Gas or Peoples Gas 
Light & Coke of Chicago. The com- 
pany undoubtedly has been helped out 
considerably by its by-product coke 
plant, which was placed in operation in 
1916. Nevertheless the costs of the gas 
companies have increased so that I am 
not at all confident that this company 
can maintain its present dividend. 
On the other hand the American 

Woolen Company as a result of its fine 
earnings of the last two years has been 
placed in a very strong position. 
Furthermore, there is a good possibility 
that the company will earn well up to 
25 per cent. on its preferred stock this 
year. It has safely passed through four 
business depressions without recourse to 
a cut in preferred dividends. It has 
paid regular dividends for almost twenty 
years and it is in a better condition to 
continue them now than it has ever been 
in the past. 

Other exchanges which I suggest 
at this time are as follows: Pressed 
Steel Car for Republic Iron & Steel 
common, Sloss Sheffield for Republic 
Iron & Steel also and International 
Agriculture preferred for Virginia Caro- 
lina Chemical common. 

Who Christened_the “Liberty Loan”? 
There doubtless will be more or less discussion, academic perhaps, but 

interesting, as to who was the first to christen the United States’ greatest of 
all bond issues the “Liberty Loan.” As far as this publication is informed, 
THE MAGAZINE OF WALL STREET was the first to put that title on 
record. In the April 28th issue, in an article by Mr. Philip T. Towne on 
“War-Time Investments,” the following paragraph appeared: 

“There will be no question but it is the patriotic duty as well as the 
privilege of each investor to put at least a part of his funds in this greatest 
of all issues which might well be entitled the ‘Liberty Loan.’” 

The article mentioned was prepared about seven days before it appeared 
in print and Secretary McAdoo’s announcement that he had decided to call 
the new issue the “Liberty Loan” was made about ten days after the article 
was written. 
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Reform in Foreign Exchange 
Another Suggestion as to How the Reform Should Be 

Accomplished—Now the Opportune Time 

By L. RAYMOND WALKER 

world has ever seen, the United 
States of America is slowly but 

surely becoming the world’s financial 
center. The American dollar is today 
the standard by which the market value 
of the currencies of all the nations can 
be expressed. 

The Foreign Exchange market in 
New York City is the market for for- 
eign currencies, like the New York 
Stock, Produce, Cotton and Coffee Ex- 
changes are the markets for stocks, 
grains, cotton and coffee. But while 
the stock, produce and cotton markets 
are organizations, through which buy- 
ers and sellers effect their transac- 
tions, the Foreign Exchange market 
is merely an expression, covering the 
Foreign Exchange transactions which 
take place between the leading banks, 
bankers, merchants and manufactur- 
ers, either through the medium of the 
foreign exchange broker or directly 
between the office of the seller and the 
office of the buyer. In contrast to the 
Foreign Exchange market existing in 
New York City, the Foreign Exchange 
market in Berlin is concentrated at 
the Berlin Stock Exchange, where the 
representatives of the banks and bank- 
ers, dealing in Foreign Exchange, 
transact their business directly with- 
out the help of the Foreign Exchange 
broker. . 

WI ne Europe is being ravaged 
W by the most fearful war the 

Need For Reform 

While it may be open to argument 
which of the two systems is the better, 

there can be no doubt about the fact 
that our system of quoting Foreign 
Exchange is hopelessly out of date and 

should be replaced by the modern and 
efficient system prevailing in the lead- 

(158) 

ing centers of continental Europe, 
such as Paris, Berlin, etc. The last 
issue of this magazine contained an 
excellent article pointing out the de- 
ficiency of our present system. But it 
suggested that all foreign currencies 
should be quoted per one hundred 
dollars, an idea which is fundamentally 
wrong; it would be just like quoting 
% Steel common for $100, instead of 
1 Steel common for $114%; 44% 
bushels of wheat for $100, instead of 
1 bushel of wheat for $2.25; 500 
pounds of cotton for $100, instead of 
1 pound cotton for 20 cents. The 
quotations on the New York Stock, 
Produce and Cotton Exchanges in- 
dicate the price in dollars and cents 
for 1 share of stock, 1 bushel of wheat 
and 1 pound of cotton, and the quota- 
tions of our Foreign Exchange mar- 
ket should likewise express the price 
in dollars and cents for the fixed unit 
of the foreign currencies dealt in. As 
a matter of fact, the large majority 
of New York City’s Foreign Exchange 
quotations are on this ideal basis, ex- 
pressing the price in dollars and cents 
for every 100 units of the foreign cur- 
rencies, as the following statistics will 
show: 

Quotations during week ending 
April 28, 1917 of demand drafts on 

I hic ien ah ad < wa 100 rubles ...... $28.20 
PE: svuscovadise 100 kronen ..... 11.80* 
= dbnnqgheeeseus 100 pesetas ..... 21.75 
EE Sedcécubens 100 guilders .... 40.87% 

Sweden (Norway 
eeuekns 00 kroners 29.90 

DD. scarecherts 100 drachmas 20.05 
tn cpicchudaqante 100 rupees 32.25 
SERED cccccesccocs oo BOO FEMS cccccces 50.75 
Argentine .......... 100 pesos ....... 
DEE eteseandenens 100 milreis ...... 23.75 

*Last quotation available. 
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The New York quotations for the 
currencies of England, Germany, 
France, Italy and Switzerland, how- 

ever, are on a most irrational basis, as 
the following statistics will show: 
Quotations during week ending 

April 28, 1917 of demand drafts on 

England ...... 1 pound sterling ..$4.76 7/16 
Germany ...... 400 reichsmarks ....73.00* 
France ...cce- ee EES: sc tenaescas 1.00 
BOE scosessesd DT. wecances 0040e, 
Switzerland ...5.14 francs .......... 1.00 

*Last quotation available. 

Before the outbreak of the European 
war, the fluctuations in Foreign Ex- 
change were very slight, and fractions 
of 1/32 or 1/64 used to be quoted. For 
example demand Paris would be quoted 
at 5.18 7/16 minus 1/32 and demand Ber- 
lin 95 3/16 plus 1/64, and these quota- 
tions certainly do look embarrassing to 
the average merchant or banker, not 
very familiar with Foreign Exchange. 
Besides, after the end of the war, the 
leading bankers and banks of New York 
City will certainly do a very large ar- 
bitrage business in Foreign Exchange 
between New York City, the world’s 
financial center, and the important 
money centers of Europe, and this is 
another reason why the quotations of 
the above mentioned five European 
currencies should be brought to the 
rational basis of expressing the price 
in dollars and cents for 100 units of 
the foreign currency. The above men- 
tioned quotations of sight drafts on 

the five leading European countries 
would then read as follows: 

England ........ 100 shillings (£5).... $23.82 
Germany ........100 marks ....ccccces 18.25 
I ie ook ae Eee 17.48 
| per DE thccdtinecsnce ee 
Switzerland ......100 frames ........... 19.45 

How misleading the present system 
of quoting is, may be best judged from 
the fact that the average banker will 
be unable to answer correctly the 
question: At what discount do lire sell 
at a price of 7.77, considering the par 
value of 5.18? Almost invariably the 
answer will be 50 per cent. The par 
value of 5.18 gives 100 lire a value of 
$19.30, while the quotation of 7.77 lire 
to the dollar gives 100 lire a value of 
$12.87, which shows conclusively that 
the lire at 7.77 sells at a discount of 
33 per cent. and not at a discount of 
50 per cent. 

Now the Opportune Time 
Now is the opportune time to put 

New York Foreign Exchange market 
on an efficient basis by .quoting the 
currencies of England, Germany, 
France, Italy and Switzerland in ‘dol- 
lars and cents for every 100 units of 
the foreign currency. This reform 
leaves undisturbed all other quota- 
tions, it will make New York City’s 
Foreign Exchange quotations plain to 
merchant and foreign banker alike, 
and.it will be the best means of 
strengthening the position of the dollar 
as the world’s financial standard. 

THE DEUTSCHLAND’S PIG TIN 

Street Journal. . 

The 150 tons of pig tin lying at New London for months, awaiting 
shipment in the German submarine Deutschland, is now being offered 
to consumers at prevailing market prices. It has never been found 
out who consigned this tin to the German agents. It is assumed that 
the tin was originally purchased in ingot form, was then melted and 
recast into new ingots, and shipped to New London. This method 
complied with the British rule forbidding resale of holdings, for the 
tin was technically consumed when it was melted and recast.—Wall 



Leading Opinions 
About Financial, Investment and Business Conditions 

“Changed R. R. 
Situation”—Ivy Lee 

Speaking at St. Louis at the dinner oi 
the Bankers’ Club, May 3, Ivy L. Lee 
delivered a discourse in which he re- 
ferred to the fact that because of the 
war the railroads of the United States 
are being operated as a single trans- 
continental unit. 

—The Annalist. 

UNCLE SAM: “I DEPEND UPON YOU TO 
SILENCE THAT BATTERY.” 

“The whole face of the railroad landscape 
has changed within the last thirty days. 

The coming of war has overturned a host 
of political and economic contradictions. 

“A month ago it seemed as if the railroads 
were moving headlong toward Government 

ownership, not as the conscious choice of 

the people but as a by-product of regulation 

which, while adding to the expenses of 

railroading, failed to permit revenues to be 

earned sufficient to pay the increased bills. 

“The surplus capital of the world has been 

on strike against taking further chances in 

the development of American railroads, for 

during the past two years it has been prac- 

tically impossible to float new issues of com- 

mon stock where investors take their 

chances, for use in new railroad construc- 

tion in the United States. ; $ 

“Now all is changed, for the grim necessi- 

ties of war have again put common sense 
and old fashioned economic principles on 
the throne. 

“The railroads have asked for a 15% 
increase in freight rates, to enable them to 
take care of the extraordinary increase in 
expenses which have been forced upon 
them by existing conditions. The Inter- 
State Commerce Commission has shown a 
readiness to cut red tape and to act in ac- 
cordance with the necessities of the occa- 
sion. It has already granted a number of 
important increases in rates, and the dis- 
position it is showing to accelerate action 
concerning the matter as a whole is one 
of the cheering events of the time.” 

April 
Financing 

Corporate financing in April amounted 
to $149,800,000, compared with $266,- 
600,000 in March and $191,000,000 in 
April last year, according to figures com- 
piled by Dow, Jones & Co. This makes 
the total for the first four months of 
1917 $892,400,000, which is the largest 
for that period in the last four years. 
Total financing for these four months 
since 1914 compares as follows: 

Four months, 1917............ $892,400,000 
Four months, 1916............ 804,500,000 
Four months, 1915............ 606,500,000 
Four months, 1914............ 685,000,000 

A feature of April’s financing is the ab- 
sence of issues of railroad bonds or stock, 
the $29,000,000 of railroad financing having 
been entirely in notes. In fact, barely $63,- 
000,000 of the total financing was in the 
form of bonds, whereas almost $87,000,000 
consisted of notes and stocks. 
Taking the four months as a whole, how- 

ever, over 45% of the entire financing, or 
$402,000,000, was done through bond issues, 
while stock financing was the smallest of 
the three. Condition of the bond market 
during April was not such as to encourage 
financing by bonds, the trend of the market 
having been steadily downward until the 
last few days of the month, when houses 
were able to receive bids for issues for 
which only a week earlier there had been 
no inquiry. 

“Capital Must 
Adapt”—Perkins 

In an address on “The Worker’s Fair 
Share” before the People’s Institute at 
Cooper Union of New York, George W. 
Perkins, chairman of the Mayor’s food 
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supply committee, made clear his belief 
that all the questions crowding for so- 
lution today are thus crowding because 
of the culmination in our day of the 
various educational forces that have 
been at work during the last half cen- 
tury. 

It was his judgment, he said, that many 
of the difficulties that stand in the way of a 
solution of problems existing between cap- 
ital and labor are due to the fact that men 
representing capital do not think deeply 
enough on the problem to realize the 
changes that have taken place in the founda- 
tion of the question. They cannot see or 
adapt themselves to the changes that must 
take place in the superstructure, he ex- 
plained, and therein lies one of the chief 
difficulties in arriving at the worker’s fair 
share. 

Patten Defends 

Speculation 

Many people throughout the country 
do not understand the functions of the 
Board of Trade, and blame speculators 
for advances in prices, writes James A. 
Patten in The Annalist. The Board of 
Trade is a great trading center, which 
enables all people to know what the price 
of grain really is and maintains prices 
everywhere upon the basis of values as 
fixed by the legitimate factors. Specula- 
tion is absolutely necessary to the main- 
tenance of a steady market, and there- 
fore is an essential part of the Board of 
Trade’s machinery. 

“It would be a serious mistake to close up 
the Board of Trade, particularly at this time, 
when everybody is being urged to till every 
bit of land and consumers are warned 
against extravagance. Both producers and 
consumers are benefited by speculative trad- 
ing, because without it the Board of Trade 
cannot efficiently help to move and dis- 
tribute crops at a.minimum cost; the mar- 
gin of profit accruing to handlers of grain 
between farmers and consumers would also 
be greatly increased, and there would be 
more violent fluctuations in price and great- 
er variation in different localities if we were 
without a recognized public market.” 

War’s Demand 

For Ships : 

With the entry of the United States 
into the European War, this country de- 
cided in giving support to the Entente 
Allies to do so more particularly with 
respect to furnishing supplies and finan- 

cial credits than by sending an army im- 
mediately to the field of action. This de- 
cision was regarded in shipping circles as 
likely to make much greater demands 
upon American tonnage than would 
have been the case had a purely defensive 
and independent war been planned. 

The Journal of Commerce says that, aside 
from the vessels that would be needed as 
colliers, supply ships, and for other service 

—Copyright, North American Co. 

HEAVY FIRING. 

in connection with the Navy, it is recog- 
nized “as highly probable that the United 
States will extend to its merchant shipping 
a degree of control hardly less than that 
exercised by Great Britain in conjunction 
with the other Allied countries.” In fact: 
“Representatives of the administration 

have stated that the Government would 
requisition only such mercantile tonnage as 
is essential to the needs of the situation. 
The opinion was expressed that this does 
not mean that vessels which are permitted 
to engage in commerce will be entirely 
free from Government control. On the con- 
trary, as much tonnage as possible would 
probably be directed into the trade with the 
Allies and a system of fixed rates govern- 
ing their operations would be established. 
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The purpose of this action, it was asserted, 
would be to ‘insure supplies for the Allies 
at as small cost as practicable. 

War Orders 

And Steel Profits 

Whatever is done is not a matter of 
large concern for the next few months, 
writes the Pittsburgh correspondent of 
The Evening Post in discussing the steel 
situation. 

—New York American. 

TRY THE OTHER BOTTLE UNCLE. 

A canvass by one high authority has just 
shown that there is lying along the Atlantic 
seaboard an accumulation of steel products 
for export equivalent to a total of about 
1,100,000 tons of steel. This accumulation 
must be disposed of before any occasion 
arises to produce steel for the European 
Allies at a greater rate. Thus far the atti- 
tude of the Government has been that it 
does not desire the steel-makers to relax in 
the filling of the export orders on books, 
but rather to accelerate shipments to sea- 
board, irrespective of the vessel situation. 

While prospective increases in the excess- 
profits tax profhise to run into large sums 

of money, the earnings of steel companies 
are increasing month by month as older 
and lower priced steel orders are worked 
off, for the steel market to date has been 
a continually advancing one, and even in 
the past week there have been the impor- 
tant advances of $6 a ton on wire products. 
$3 a ton on steel bars, and $8 a ton on struc- 
tural shapes. It would be a very stiff rate 
of increase in taxation that steel earnings 
could not keep pace with for many months 
to come. 

“Hope Lies in 
Democracy”—Root 

Elihu Root, newly appointed head of 
the Américan commission to Russia, de- 
livered at Washington recently the open- 
ing address at the eleventh annual meet- 
ing of the Society of International Law, 
of which he is president. 

He declared that in the spread of democ- 
racy lay the hope of a warless future, in 
that international law could not be con- 
served by or imposed upon autocratic na- 
tions. He said in part: 

“So long as military autocracy continues, 
democracy is not safe from attacks, which 
are certain to come some time, and cer- 
tain to find it unprepared. The conflict 
is inevitable and universal; and it is a lou- 
trance. To safe, democracy must kill 
its enemy when it can and where it can. 
The world cannot be half democratic and 
half autocratic. It must be all democratic 
or all Prussian. 

“The democracies of the world are gath- 
ered about the last stronghold of autocracy 
and engaged in the conflict thrust upon 
them by dynastic policy. 

Trading 

in April 

Transactions in stocks on the New 
York Stock Exchange in April aggre- 
gated 14,279,320 shares, a decrease of 
4,140,988 shares from March, but an in- 
crease of 1,744,894 shares over April, 
1916. The following tables give total 
transactions for April and four months: 

April Four months 
ee 14,279,320 1917....... 62,749,534 

RE 12,534,426 1916....... 55,812,608 
ere 21,045,532 1915....... 38,379,003 
Re ER 7,138,354 1914 ... 29,339,136 
_ : eee 8,459,418 1913....... 31,018,380 
a 15,986,827 1912....... 48,535,722 

5,043,781 1911....... 32,519,348 
RSS 14,070,736 1910....... 69,173,783 
cio wan 19,967,388  1909....... 62,233,654 
ae 11,610,595 1908....... 54,038,514 

Dealings in all classes of bonds aggregated 
500, an increase of $21,854,000 over 

— 
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March and of $18,228,250 over April, 1916. 
Bond dealings for last month and the year to 
date compare as follows with previous similar 
periods: 

April Four months 
ag 506, Dl aianeie $374,830.800 
oa 78,278,250 1916...... 357,987,450 

110,099,500 1915...... 273,138,500 
1914 55,767,500 1914...... 275,120,500 
1913 55,513,500 1913...... 198,216,000 
cages, 2 63,496,000 1912 297,083,500 
5 55,565,500 1911...... 282,482,500 
1910...... 51,078,500 1910...... 277,652,800 
1909 138,910,700 1909...... 473,299,200 
eee 780, 1908. . 289,304,020 

Limitation of 

R. R. Dividends 

The Interstate Commerce Commis- 
sion, in a statement to the railroads out- 
lining its inquiries concerning the pro- 
posed increase of 15 per cent. in rates, 
said: 

“Carriers should indicate the extent to 
which they are willing to limit the rate of 
dividends to be paid during the continu- 
ance of the war.” a : 

_ The commission inquires if an  emer- 
gency in transportation exists requiring the 
proposed relief measure and questions each 
premise on which the proposal is based, as 
well as the propriety of the remedy set for- 
ward. It is particularly asked if other 
causes than the war and the Adamson wage 
act caused the situation. 

“Farmers Must 

Win War”—Pinchot 

Gifford Pinchot writes to the Boston 

News Bureau: 

“In this great time, when every citizen 
must do his part, the President has made 
his chief appeal to the men who live on 
the land. The safety of our country just 
now is in the hands of our farmers. 
“The two great ———— in this war are 

arms and starvation. The war against Ger- 
man arms will be won or lost in France— 
the war against starvation will be won or 
lost in America. The Kaiser cannot whip 
the French and English armies and the 
English navy while England has food. 

“If the submarines win the first item in 
the Kaiser’s terms of peace will be the Eng- 
lish fleet. With the English fleet in his 
possession, the Kaiser will be master of the 
world.” 

Decreasing 

R. R. Earnings 

What is happening to railway earn- 
ings as a result of the enormous increase 
in expenses of all kinds is clearly shown 

by the complete returns of revenues and 
expenses for February, just ‘issued by 
the Bureau of Railway Economics and 
the Interstate Commerce Commission, 
says the Railway Age Gazette. 

While total operating revenue, amounting to 
$1,147 per mile, showed an increase of 0.6 per 
cent. over February, 1916, the operating ex- 
penses per mile, , were greater by 123 
er cent.; the net operating revenue per mile, 
48, showed a decrease of 27 per cent.; taxes, 

$60 per mile, rose 10.9 per cent.; and the net 
operating income per mile, $188, showed a 
decrease of 34.1 per cent. That the tendency 
which these figures reveal has not yet had its 
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full effect is shown by the fact that the Feb- 
ruary figures do not in many cases include the 
increased prices of fuel, which the railways 
will have to pay under the new contracts being 
made for the coming year, and the increased 
wages brought about directly and indirectly by 
the Adamson law. 

Shipping Demands 

Steel 

The greatest pressure for steel is for 
shipbuilding throughout the world to 
replace the lost tonnage through the 
havoc created by the German submarine 
ie writes the Wall Street Jour- 
nal. 

It is estimated that several million tons of 
steel, more than is now under contract could 
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be utilized this year in foreign and domestic 
rds. Pressure is being brought to bear at 
ashington by the foreign envoys which may 

result in modifying present plans that call for 
an unusually large tonnage of steel to be used 
in the manufacture of foreign railroad equip- 
ment. The committee of the steel mills that 
met to distribute orders for steel required by 
the United States Government has virtually 
completed its work although some details re- 
main to be adjusted and it is now expected 
that attention of the mills will be concentrated 
upon providing the steel needed for the build- 
ing of more merchant ships. Effort will also 
be made to provide increased shipbuilding 
facilities in various parts of the country. 

Sound Financial 

Views 

Moore, Leonard & Lynch.—Never before 
have the industrial companies, as a whole, 
earned as much on their market price as 
they are now earning, never before have 
they been in as strong financial condition. 
The present market price reflects the gen- 

eral opinion that these earnings are merely 

temporary and that very soon much less 

favorable conditions will have to be faced. 

It is obvious that if business keeps as good 

as it is now for say another year, these 
stocks should go higher. 

Sheldon, Morgan & Co.—During the pe- 
riod of the war, taxes will be necessarily 

high, but we do not believe confiscatory. At 

the same time, it must be borne in mind 

that these taxes may be readjusted after 

the war; and while the Government is in 

the position of having to give enormous or- 

ders to industrial corporations, it, of course, 

is the patriotic duty of corporations to pay 

the Government from their profits taxes 

to enable the Government to successfully 

prosecute the war. We do not believe either 

a decline or a bull market could take place 

until the final terms of the U. S. Govern- 

ment bond issue have been announced, and 

until the loan has been a success. We be- 

lieve, however, that the loan will be a great 

success, and after this is assured security 
prices should improve. 

National City Bank.—Economy in con- 

sumption, if carried to an extreme as a re- 

sult of patriotic efforts to aid in the prose- 

cution of the war, may result in a disrup- 

tion of trade at a time when the business 

activities of the country should be con- 

ducted with as little confusion as possible, 

according to an analysis of the war situa- 

tion in the National City Bank circular for 

May. What is needed, it is pointed out, is 

not hoarding, but a gradual and reasonable 

adaptation of private policies to public 

needs. 

Keane, Za & Potts.—Steel common is 

well wovth the price at which it is selling 

today, and so are many other shares in the 
list; but that fact contains no promise that 
they will continue to sell at these prices. 
Traders have put these prices up—for prof- 
it; they must hold them up or lose that 
profit and perhaps a good deal more. If 
they hold them up they will have to take 
the stocks which Great Britain is now pre- 
paring to sell in.this market—another lot 
of the shares mobilized under the call made 
at the end of March last. With the war 
financing that is to be done for the Gov- 
ernment now impending, bankers cannot 
afford to take and carry these stocks so they 
will not come into the market. 

Mechanics & Metals National Bank.— 
Broadly speaking, there are four methods of 
paying for war—loans, taxes, conscription 
of labor and property, and the issue of paper 
currency. All these methods have been used 
abroad.- All have their merits. All have 
their limitations. Loans are limited by the 
credit of a nation. Taxes are limited by 
the taxable capacity. Wealth conscription 
is limited by the degree of liberty pos- 
sessed by a people and their rejection of 
the. principle of servitude to state omnipo- 
tence. Paper money issues are limited by 
the soundness of the economic doctrine of 
a people and the ability of a nation to re- 
tain a gold basis against the alluring method 
of printing paper money for the payment 
of contractors and soldiers alike. 

J. S. Bache & Co—The Government’s 
$2,000,000,000 War Loan has been assured 
of the greatest success from the time of 
its first inception. It is the highest class 
band in the world and.is sure of the broad- 
est market than any security ever had. 

Efforts should be made to make these 
facts known to the smallest investors and 
to economical wage-earners everywhere. 
The temporary effect of preparation to 

pay for it is shown in the market by decline 
of high-class investment and other railroad 
stocks. This decline has been aided by some 
foreign selling and materially added to by 
the unceasing effort of the bears. It is no 
time to sell good stocks held for investment 
and not for speculation. The wave will pass 
and real value will assert itself in time in 
the price list. 

Hayden, Stone & Co—We cannot but 
think that there is a definite purpose in 
deliberately laying emphasis on the serious- 
ness of the whole situation. The purpose, 
if such there be, is entirely proper. It is a 
tremendous task to arouse this nation to a 
realization of what war really means. 
Without seeking to minimize the doubts 

and dangers of the situation, and realizing 
fully that conditions present are by no 
means propitious to any great bull move- 
ment, we, nevertheless, feel that the advan- 
tage in the long run will be with the holder 
of stocks. . 
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- The Money Prospect 
HE advancing tendency in money 
rates already in evidence is the 

we natural and unavoidable result of 
=== the tremendous demand now be- 
ing made by the Government on the ac- 
cumulated capital of the cotintry. For- 
tunately we are in an exceptionally 
strong position, because of the two years 
of very profitable business just experi- 
enced. Our bank reserves are large, and 
through the Federal Reserve Law they 
are more concentrated and more effi- 
ciently used than ever before. 
We also have the elasticity created by 

Federal note issues based upon com- 
mercial paper to fall back upon. As yet 
but a trifling amount of these notes have 
been incorporated into our currency, be- 
cause the low plane of money rates has 
prevented them from being profitable to 
the banks. Within the past week or 
two, however, an increase in the amount 
of notes outstanding based on commer- 
cial paper has been observable. 

These note issues will not grow very 
fast until there is a prospect of a fairly 
permanent 5 per cent. rate for money at 
New York. At present the rate here 
for prime commercial paper is 4% to 
4¥% per cent. That means, of course, 
that loans on paper issued by companies 
having a rating not quite so high, are 
moving at 5 per cent. or more. Rates 
in other parts of the country are usually 
somewhat higher than in New York. 
We are, therefore, approaching the 
plane of money rates where the Federal 
notes will begin to come into play. 
The general trend of money rates has, 

in fact, been slowly upward for over a 
year. Average monthly rates since Jan- 
uary, 1916, have been as follows: 

Call Commer. 
Loans Paper 

Demet, TOG occcscccseciee 1% 3% 
SOUT Grane ctenctensebedas 1% 3 
OS Sy SO 2 3% 
MOE Gagcitoustvedwasecbueas 2% 3% 
a cade ccnatésccoudedaawe 2% 3% 

TOO. sesdidiiteminledsmasiadae 2% 35% 
MM sobitenccossensvachieans 3% 4% 
EECA PERE SPORE. 23% 3% 
CNN. cds acivdvascates 2% 35% 
ee ee Ee ee ee eae 256 3% 
ee Re ee 2% 3% 
NOI a i i oe a ae 4% 4 
PRNUEED, SURE copsccesescoces 2 Bly 

Call Commer. 
Loans Paper 

ee eer 2% 4% 
ar eePrree 2% 4% 
FART. p cuccdstinncecénca@ntabes 2% 4% 

It will be seen that, except for slight 
seasonal influences, the tendency has 
been steadily upward, but the change has 
been so slow that it has attracted little 
attention. 

With a $5,000,000,000 bond issue in 
prospect—of which the first $2,000,000,- 
000 is now being offered—and with an 
additional $2,000,000,000 of temporary 
certificates authorized, some part of 
which is likely to be outstanding most 
of the time, a continuance of this up- 
ward swing in the money rate is prac- 
tically a certainty. 

The relation of deposits to loans indi- 
cates the same tendency. In Septem- 
ber, 1915, the deposits of New York 
City National and State Banks reached 
an absolute high water mark at 114 per 
cent. of loans. From that point there 
was a steady decline to about 101 per 
cent. in July,“1916—the month, it will 
be remembered, in which a slight flurry 
in New York money rates occurred— 
then a rally to 109 per cent. in February, 
1917, followed by a decline to 103 per 
cent. at the present time. 

An excess of deposits over loans 
means a supply of liquid capital for in- 
vestment. The decline of deposits from 
109 per cent. of loans last February to 
103 per cent. in May means that during 
that time capital has been “soaked up” 
into foreign bonds and domestic bonds, 
stocks and commercial paper, faster than 
it has accumulated. The supply is 
smaller in proportion to the demand, 
hence higher money rates. 

Advancing rates must of course, have 
their effect on the values of investment 
stocks and bonds. On speculation the 
effect is much less but is appreciable over 
long periods of time. Present money 
rates, of course, are not high enough 
to have any measurable dampening effect 
on speculators, especially at a time when 
earnings of 25 to 50 per cent. annually 
on industrial stocks have become so com- 
mon that they are almost accepted as 
the normal state of things. 
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Canadian Pacific 
Canada’s Premier Investment—Its Splendid Earning Record 

and Great Assets—Position of Stock 

By FRED L. KURR 

ANADIAN PACIFIC has been 
well termed Canada’s premier 
investment. Its record has 
truly been a remarkable one, 

and the progressive development of the 
company’s lines has been the most im- 
portant factor in the growth of industrial 
and agricultural activity in Canada. 

CANADIAN PACIFIC RAILWAY. 
SPECIAL SURPLUS ava ame 

1e:o ‘eu tere io:s Sta ‘eis ‘ne; 

Canadian Pacific was chartered Feb- 
ruary 17, 1881, under the laws of the 
Dominion of Canada and received a 
cash subsidy from the Government for 
construction purposes and a land grant 
of 26,710, acres. Of this acreage 
6,793,014 were disposed of to the Gov- 
ernment in 1886, leaving 19,917,386. 

A striking example of how revenue 
increased, is a comparison of the earn- 
ings of 1909 with those of 1913, the lat- 
ter year is the high peak in earnings. 
Total operating revenue in 1909 was 
$76,313,321 and in 1913 it was $139,395,- 

(166) 

700, an increase in four years of 83%. 
In 1914, 1915 and 1916 gross earnings 
did not maintain the record of 1913, but 
the fiscal year ended June 30, 1917, will 
undoubtedly show the greatest gross and 
net earnings in the history of the com- 
pany. 

“Special Income” 

The first point, perhaps, that comes to 
one’s attention in studying Canadian 
Pacific’s income account, is the impor- 
tance of its “special income.” For the 
year ended June 30, 1916, for example, 
this item amounted to $9,940,955, or 
over one-fourth of the total net income 
available for dividends. This income 
comes from a variety of sources, the 
most important of which is the com- 
pany’s controlled steamship lines and 
operated hotels. The fleet consists of 
77 ocean, lake and river steamers, of 
which 43 are in ocean service. Canadian 
Pacific operates its own express, tele- 
graph and news service, also its own 
elevators and parlor and sleeping car 
service. 

This “special income” item has in- 
creased greatly in the past several years 
as a glance at the accompanying graphic 
will show. For the year ended June 30, 
1916, “special income” was equal to 
3.8% on the common or ordinary stock 
as it is termed. In other words, con- 
siderably over one-third of the common 
dividend is earned from this source. 
The principal items in this account are 
as follows: 
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INCOME ACCOUNT, YEAR 
ENDED JUNE 30, 1916. 

Interest én Deposits and Loans.... $1,127,497 

SPECIAL 

inQGee SEE, os cas duccsdendes< 638,751 
Dividends on “Soo Line” Stock.... 1,335,971 
Miscellaneous Dividends .......... 481,288 
*Steamships and Hotels............ 3,583,292 
Coal and Other Mines............. 557,843 
Telogpempit; SEAM, TbCs oc cos cescccece 2,216,315 

TE Nika ice ooh eew beeen a $19,940,955 

*After deducting very liberal depreciation 
and reserves for taxes. 

Canadian Pacific has still another 
source of income, its land sales. This 
income is treated seperately and does 
not appear in the regular income account 

604,597 June 30, 1916, and profit and 
loss surplus in other assets was $121,- 
215,174. The balance sheet gives a book 
value to the ordinary stock of about 
$200 a share. Canadian Pacific has 
always been considered conservative in 
its valuation of assets so that it is quite 
likely that the common stock has assets 
actually worth $200 a share behind it. 

Dividends 
While substantial dividends have been 

paid ever since 1882, the company’s 
policy has been conservative and earn- 
ings have nearly always been consid- 
erably over dividend payments. For ex- 
ample, 10% per annum was paid in divi- 
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of the company. During the year ended 
June 30, 1916, 390,715 acres of agri- 
cultural land were sold for $6,126,108, 
an average of $15.68 an acre. After 
deducting sale and irrigation expenses, 
there was a balance of $3,106,383. As 
the company still has left 7,870,056 acres 
from its land grants, it can be seen that 
income from land sales should continue 
for many years to come. At the rate 
the land was disposed of in 1916 it would 
take 20 years to use up all the com- 
pany’s acreage. 

The general balance sheet of Ca- 
nadian Pacific is truly a temarkable 
document. Profit and loss surplus from 
operating revenue only, totaled $100,- 

‘ 

dends in the years 1912 to 1916 inclusive, 
whereas the earnings were as follows: 
1916, 17.53%; 1915, 11.27%; 1914, 
13.63% ; 1913, 19.56%; 1912, 19.62%. 
In 1912 there was only $180,000,000 
common, which was increased to $200,- 
000,000 in 1913 and further increased to 
$260,000,000 in 1914. In these five years 
$71,000,000 approximately was put back 
into the property from earnings; in ad- 
dition to this several millions of assets 
in lands were converted into cash. 

The financial condition of Canadian 
Pacific June 30, 1916, was stronger than 
ever before in its history. Cash stood 
at the imposing figure of $41,581,681 and 
net working capital was $48,422,752. 



168 THE MAGAZINE OF WALL STREET 

Capitalization of the company at that 
date was as follows: 6% debenture 
notes. $52,000,000, mortgage bonds $3,- 
650,000, debenture stock $176,284,882, 
preferred stock $80,681,921, common 
stock $260,000,000. 

Canadian Pacific’s Future 

Canadian Pacific’s past record has 
‘been one that should promote confidence 
in its securities. Let us now see what 
prospects the future holds forth. Earn- 
ings so far in the current fiscal year are 
ahead in both gross and net. A state- 
ment covering the six months ended De- 

concessions granted by the Dominion 
they are to be relieved of a certain por- 
tion of this taxation. The interésts con- 
cerned, however, refuse to give out any 
exact data on this matter. Granting the 
maximum taxation, however, Canadian 
Pacific should show at-least 15% earned 
on the common stock for the year ended 
June 30, 1917. 

At present prices of around 156 the 
stock looks attractive as an investment 
for several very good reasons. In the 
first place the dividend is now being 
earned with a very substantial margin 
to spare and in the past several years 
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cember 31, 1916, showed earnings 
available for dividends, including earn- 
ings from steamship lines, etc., of $25,- 
742,200. This compares with $46,- 
812,390 for the full year ended June 
30, 1916. This would indicate, therefore, 
that Canadian Pacific will earn this year 
more than the 17.53% earned in the 
1916 fiscal year. 
Of course, there is the question of 

special war taxation to consider. The 
pe Canadian war tax provides that 
5% of the income in excess of 7% on 

the capital goes to the state. If 18% 
is earned in 1917, therefore, 2.75% of 
this will go for taxes. It is understood, 
however, that Canadian Pacific will not 
have to pay taxes as heavy as this. In 
view of their having given up certain 

the company has always earned the 10% 
dividend easily. Another assurance of 
the continuance of the 10% rate is the 
unusually strong financial condition of 
the company. As a reasonably safe 10% 
dividend payer the yield at present 
prices, 6.39 %, is attractive. 

The future possibilities of Canadian 
Pacific should be the main reason for 
purchasing the stock ‘now. It runs 
through a wonderful territory, a terri- 
tory whose development has only begun. 
The future development of this territory 
should be rapid, as some of it contains 
as fertile soil as anywhere in the United 
States. Canadian Pacific will grow with 
the country. It is a railway system that 
is only beginning to realize its possi- 
bilities. 
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Outlook for the Coppers 
Are Bearish Views Warranted?—Large Earnings and Strong 

Position of Copper Companies—What 25c. or 18c. 
Metal Would Mean 

By WALTER McNAUGHTON 

ONCURRENT with the unsettle- 
ment in copper prices during the 
last two weeks, there has come 
about a revision of the estimates 

made early in the current year, as to the 
probable average price for copper in 
1917. With spot copper selling around 
37 cents, with third-quarter metal go- 
ing for 32% to 33% cents, it did not 
seem unreasonable to many to make a 
guess of around 30 cents as the aver- 
age for the year. Reactions in price, 
from time to time, were, of course, ex- 
pected, but nothing like the reaction 
which has just occurred and which as 
yet cannot be regarded as a process 
that is finished. 
The present copper situation is full 

of material out of which many con- 
jectures might be manufactured. Just 
now comfortable amounts of the metal 
are being supplied through the resale 
market and by the smaller producers, 
for early delivery and at prices rang- 
ing from 25 cents to 26% cents. This 
seemingly argues for an easy condi- 
tion or state of supply and demand, 
but it is not being interpreted as such 
in some directions. Some copper men 
are apparently quite dubious as to 
what is going to happen a little later. 
Current buying of the metal is light, 
they admit, but they add that a con- 
sumption of undoubtedly large volume 
is going right on and that perhaps be- 
fore the turn of another quarter, that 
consumption may be found to have 
again taken the measure of the coun- 
try’s refinery capacity. 

It is being argued in some quarters 
that the entrance of the United States 
into the war will mean a virtual cessa- 
tion of copper consumption on domestic 
account for the period of the war. In 
other words, this country’s participa- 
tion in the war is regarded as a de- 

(169) 

velopment the direct effect of which 
will be to restrict the use of copper by 
causing electrical and other construc- 
tion work to be sidetracked. The un- 
settlement of the past fortnight is 
pointed to as proof by those who make 
this contention. And they argue fur- 
ther that if the decline in domestic de- 
mand for copper is not offset by an in- 
crease in demand for the metal on ac- 
count of munition manufactures, a still 
further decline in price will be brought 
about. 

Further Government Demand 

It is a difficult if not impossible 
matter to make this argument dove- 
tail with actual and probable condi- 
tions. With military operations on as 
large a scale as at any stage of the war, 
with the preparations that are under- 
way by the United States in connec- 
tion with its own program for the 
war’s energetic prosecution and with 
the huge amounts of copper that will 
be required by the builders of the huge 
tonnage of wooden ships that is pres- 
ently to ride the North Atlantic with 
food supplies for the Allies, it is next 
to impossible to see anything bearish 
in the present copper situation or the 
outlook for the remainder of 1917. Of 
course, a sudden and early termination 
of the war would likely see a melting 
away of prices from even the present 
levels, but there is probably not one 
man in ten thousand who would risk 
his judgment in a wager that the war 
would end suddenly and soon. 

Just now, speculative discussion on 
the part of copper producers is center- 
ing on the amount of metal that is 
likely to be requisitioned by the Gov- 
ernment. The copper trade generally 
has received nothing definite as yet re- 
garding the probale plans of the army 
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and navy departments. That the 
roughly 45,000,000 pounds of metal 
contracted for by Washington just be- 
fore the war, would be used up in the 
short space of a month if the manu- 
facture of shells and cartridges is un- 
dertaken to completely equip an ex- 
peditionary force in a short time as is 
now being discussed, is pretty gener- 
ally agreed. As it is, with such an 
amount used up, under normal head- 

way, the government, it is figured, 
would easily require a round 100,000,- 
000 more pounds of we metal dur- 
ing the balance of 1917. Under pres- 
sure of having to furnish shells and car- 
tridges in great quantities and in short 

POSSIBILITIES OF THE COPPERS 
@ EARNINGS WITH COPPER AT 25% MAT i6¢~ 

AWA- CAL<- aotE- NEV. Ray- 
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spaces of time, government consump- 
tion might easily reach the 250,000,000 
pound mark. The possibility of a 
great drain from this source alone on 
refinery capacity is something that re- 
finers and mine operators are keeping 
ever in mind and it is probably influ- 
encing them to maintain production at 
a high level. 

Government to Pay 25 Cents? 

Next to the probable amount of cop- 
per that the Allies and the home gov- 
ernment are likely to call for, the ques- 

tion of what price will be paid for the 
metal is of most interest. Rumors 
have been in circulation the last few 
days that Great Britain and France will 
appear in the American market pres- 
ently as negotiators for a further 
large supply of copper for delivery dur- 
ing the last half of 1917. Deliveries 
of the metal under the contract for 
448,000,000 pounds, which was closed 
last fall, will probably be made in full 
by the end of June notwithstanding 
the increased submarine menace. Just 
what price will be made on any fur- 
ther large quantities of copper to these 
two nations is purely a matter of con- 
jecture at this time, but the price on 
the tongues of informed persons is in the 
neighborhood of 25 cents. 

Further, it is rumored, that on the 
next quantity of copper to be taken by 
the United States, the latter will vol- 
untarily pay a price in the neighbor- 
hood of 25 cents a pound. If such a 
price is paid, it is said, the action may 
be taken as a foregone conclusion that 
the government is satisfied that neces- 
sary production cannot be maintained 
at prices much lower. It may also be 
interpreted as meaning that, since the 
Allies pay the same price, the United 
States Government has pooled its re- 
quirements of this metal and other 
metals with those of the Allies, a plan 
which, the Jron Age suggests, may be 
under way now. Most of the large 
producers of copper in the country are 
able to turn out copper at a price 
somewhere between 7% cents and 11 
cents a pound. There are, however, a 
sizable number of smaller producers 
whose production costs run as high as 
18 to 22 cents a pound. 
The recent reaction in prices for 

copper, of course, has caused some dis- 
tress among the little producers, who, 
at 25 cents for the metal, would not 
§tand to make more than a few cents 
a pound. Such a price, in fact, spells 
heavy losses for some of them who 
have opened up low grade ore mines at 
considerable outlays of money for 
necessary equipment. In many cases, 
doubtless, these expenditures have 
not been amortized. Quite in contrast 
to these, are the larger companies 
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which are more or less comfortably in- 
trenched behind good-sized surpluses 
and which are guarding those sur- 
pluses against the attacks of stock- 
holders with strong appetites for ex- 
tra dividends. 

1917 Average Price Indications 

From all present indications, the 
average price for copper in 1917 will 
be about on a par with that of 1916, 
which was somewhere between 26% 
and 27 cents a pound. If there is any 
change from this, it will most likely 
be fractional and up, rather than down. 
In an accompanying graphic, there is 
shown the position of nine leading 
copper producing companies with re- 
spect to earnings on 25-cent and 18- 
cent copper in relation to their regu- 
lar dividend rates as now established. 
Twenty-five cents may be regarded as 
a most conservative estimate of the 

up presently in order to completely 
supply and keep supplied a United 
States expeditionary force to France, 
it is extremely difficult to assume a bear- 
ish attitude with regard to copper for the 
balance of 1917. 
_ It is true that there has been an eas- 
ing up—a breathing spell—in demand 
for the metal and that a price reaction 
of between 8 and 9 cents a pound has ~ 
been recently seen, but may not it be that 
the recession in price was due in 
greater part to the fact that Great 
Britain and France have not come into 
the market for their second half-year 
supply of copper as early as it was pre- 
dicted last December they would? 
With every prospect just now that the 
war will be protracted until the com- 
ing winter; with matters favoring, so 
far as can be judged now, a resumption 
of active operations in the Spring of 
1918; and, with the last of the 1916 

ESSENTIAL STATISTICS OF NINE 

Est. 1917 
Est. Aver. Production 

Cost per Lb. Pounds 

Anaconda ......... 10 Cts. 353,000,000 
Calumet & Hecla.. 10 “ 83,000,000 
Calumet & Arizona 8 “ 77,000,000 
Chiat aca svdes 8 ” 82,000,000 
Inspiration ........ 8% “ 134,000,000 
ee ee, 253,000,000 
Nevada Consol. ... 9 “ 99,000,000 
Ray Consol. ...... Mba tact 85,000,000 
Week sheccemcessce  -e" 216,000,000 

LEADING COPPER PRODUCERS 

Est. Cost of Est. Profit on Est. Prof. on 
Production 20-Ct. Copper 25-Ct. Cop. 

$35,300,000 $35,300,000 $52,950,000 
8,300,000 8,300,000 12,450,000 
6,160,000 9,040,000 13,090,000 
6,560,000 9,840,000 13,940,000 
11,390,000 15,410,000 22,110,000 
20,240,000 30,660,000 43,010,000 

00, 8,500,000 12,750,000 
8,910,000 9,801,000 15. ,000 

15,120,000 28,080,000 38,880,000 

likely average price for copper this 
year, while 18 cents may be regarded 
as safely marking the lowest level the 
average price is likely to reach, bar- 
ring an unforeseen sudden cessation 

of hostilities abroad. 
The Situation Summed Up 

With military activity continuing on 

a large scale, with no signs of elec- 
trical construction work. in this coun- 
try being held up because of this coun-- 

try’s entrance into the war, with cop- 

per in bigger demand than ever by the 
shipbuilders who have contracted to 

-float more than a thousand wooden 

food ships whose bottoms must be pro- 
tected by copper, beginning this fall, 
and with the probability that shell and 
cartridge manufacture will be speeded 

contract for 448,000,000 pounds going 
forward to the Allies next month, it is 
virtually a foregone conclusion that 
Great Britain and France will shortly 
be in the market again for another 
big supply of the metal. It is now 
rumored that negotiations are already 
underway. Grant that these nations 
will next contract for only 50 per cent 
of the amount taken last fall, an order 
for, say, 250,000,000 pounds of copper 
for abroad, followed, as it is almost 
certain to be, by a further commitment 
of the United States Government, 
would again put such a temporary 
strain on the production and refining 
capacity of the country that it might 
force prices back to the level they re- 
ceded from in the last fortnight. 
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RAILROADS 

Atchison, Topeka & Santa Fe.—Placed an 
order with the American Car & Foundry 
Co. for 800 refrigerator cars at a cost of 
approximately $1,000,000. 

Atlanta, Birmingham & Atlantic.—Gross 
earnings for March were $342,295, an in- 
crease of $70,836 over March, 1916, the larg- 
est gain for many months. 

Baltimore & Ohio.—March gross shows 
692,766, against $9,269,711 in 1916. Net is 

1,468,807, against $2,187,544 last year. The 
large increase in operating expenses and 
consequent decrease in net is due mostly 
to the adjustment of the wages of trainmen 
to meet the eight-hour day and back pay 
due them under this law from Jan. 1, 1917. 

& Aroostook.—Report year ended 
Dec. 31, 1916, shows: Operating revenue, 
$4,013,408; gross income, $1,749,296; net in- 
come, $496,102; surplus after dividends, 
$392,554. The 1916 net income of $496,102 
is equivalent to $14.38 a share earned on 
34,486 shares of capital stock, as compared 
with $7.16 a share in 1915. 

Buffalo, Rochester & Pittsburgh.—March 
oss shows $1,143,108, against 126 in 

916. A ‘net*after taxes of $183,717, against 
44,518, and a surplus after charges of 

120,022, against $170,837 last year. 

Central R. R. of N. J.—Balance sheet, as 
of Dec. 31, 1916, shows a profit and loss 
surplus of $11,546,557. The 1916 surplus after 
charges of $5,897,894 is equivalent to $21.49 
a share earned on 274,368 shares of capital 
ones, soegeres with $18.98 a share earned 
in 1915, 

Chesa e & Ohio—Secretary of the 
United States Navy Daniels chose the site 
for the new Government armor plant at 
Charleston, W. Va., between this company’s 
railroad and the Kanawha River. 

Chicago & Alton.—Granted dispatchers, 
yardmasters and traveling engineers an in- 
crease of $10 to $25 a month in wages. 

Chicago, Milwaukee & St. Paul.—The I. C. 
C. suspended until Aug. 31, tariffs which 
name increased switching charges at Min- 
neapolis and St. Paul on carload freight 
switched between industries on the lines of 
the Chic., Mil. & St. Paul and the Minn. & 
St. Louis railroads. The proposed charge, 
except on inbound grain, is 1 cent per 100 
pounds, subject to a carload minimum 
weight of 60,000 pounds. The present 
charge varies from $150 to $3 per car. 

(172) 

Cincinnati Northern.—Balance sheet, as 
of Dec. 31, 1916, shows a profit and loss 
surplus of $350,308, compared with $109,028 
Dec, 31, 1915. The 1916 surplus after charges 
of $358,622 is equivalent to $11.95 a share 
earned on 30, shares of capital stock, 
compared with $6.35 a share earned in 1915. 

Cleveland, Cincinnati, Chicago & St. 
Louis.—Balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $6,378,039, 
compared with $144,506 Dec. 31, 1915. The 
1916 surplus after charges of $7,552,736 is 
equivalent to $14.98 a share earned on 470,- 
563 shares of common stock, after allowing 
for full dividend requirements of 5% on the 
preferred stock, compared with $6.11 a share 
earned in 1915. 

Delaware & Hudson.—Notified the N. Y. 
Second. Dist. P. S. Comm. that -it did not, 
for the present, desire to issue the $4,000,000 
bonds as authorized. W. H. Williams, of 
the company, asked the commission to set 
no price for the sale of the bonds. When 
conditions have changed the company will 
ask the commission to fix the price. 

Erie.—Directors at their scheduled month- 
ly meeting took no action on the resolu- 
tion adopted by stockholders at their annual 
meeting recommending that dividends be 
resumed on the preferred stock. 

Lake Erie & Western.—Balance sheet, as 
of Dec. 31, 1916, shows a profit and loss 
surplus of $1,497,659, compared with $11,569 
Dec. 31, 1915. The company’s 1916 surplus 
after fixed charges of $1,519,967 is equivalent 
to $6.83 a share earned on 118,400 shares 
of common stock, after allowing for 6% 
dividends on the preferred stock. 

Long Island.—Filed notice at Albany, 
N. Y., that it had increased its capital from 
$12,000,000 to $40,000,000. 

Louisville & Nashville—Has let a con- 
tract for an extension of the Clover Fork 
branch of the Kentucky & Virginia R. R., 
from Kilday to Seagrave Creek, including 
a mine spur up Seagrave Creek, a total of 
about 8% miles. 

Michigan Central.—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $23,314,516, compared with $18,135,- 
574 Dec. 31, 1915. The 1916 surplus after 
fixed charges of $6,837,436 is equivalent to 
$36.48 a share earned on 187,380 shares of 
capital stock, compared with $15.62 a share 
earned in 1915. 
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New York, New Haven & Hartford.— 
Report, year ended Dec. 31, 1916, the com- 
pany having changed its fiscal year to the 
calendar, shows income account as follows: 
Gross operating revenue, 432,167; net 
operating income, $23,049,037; surplus after 
charges, $5,554,977. The 1916 net income of 
$5,554,977 is equivalent to $3.53 a share 
earned on 1,571,199 shares of capital stock, 
compared with $2.96 a share earned in 1915. 

New York Central—Report, year ended 
Dec. 31, 1916, shows operating revenues of 
$201,585,000, an increase of $33,672,000 over 
1915. Although expenses increased by $20,- 
344,000, the net revenue from railway opera- 
tions amounted to $71,846,000, an increase 
of $13,328,000 compared with the figures for 
the previous year. The gross income aggre- 
gated nearly $86,000,000, an increase of more 
than $19,000,000 compared with 1915. Among 
the interesting features of the report is the 
setting aside from net income $2,500,000 for 
equipment depreciation account, after the 
payment of $12,466,611 in dividends, leaving 
a surplus of $30,692,606. This is more than 
double the surplus of the previous year, 
when nothing was set aside for depreciation 
of equipment. The report also shows that 
the income derived from dividends from 
subsidiary companies amounted to $11,099,- 
697, an increase of more than $4,000, com- 
pared with 1915. Balance sheet, as of Dec. 
31, 1916, shows a profit and loss corporate 
surplus of $65,642,319, compared with $37,- 
550,480 Dec. 31, 1915. The 1916 net income 
of $45,659,217 is equal to $18.28 a share 
earned on 2,495,905 shares of capital stock, 
compared with $11.10 a share earned in 1915. 

Norfolk Southern.—Stockholders ‘author- 
ized an issue of $1,000,000 three-year 6% 
notes, 6,000 to be spent on equipment 
and $174,000 to retire Norfolk Ry. and 
Southport R. R. bonds. 
Pennsylvania——Temporary certificates for 

general mortgage 444% series A bonds, due 
1965, were admitted to the list by the N. Y. 
Stock Exchange. 

Pere Marquette.—Has listed first_ mort- 
gage 5% bonds, Series “A,” due July 1, 
1956; its temporary first mortgage 4% bonds, 
Series “B,” due July 1, 1956; and its tem- 

porary voting trust certificates for common, 
eae and prior preference stocks on the 

. Y. Stock Exchange. 

Pittsburgh & Lake Erie—Balance sheet, 
as of December 31, 1916, shows.a profit and 
loss surplus of $23,009,663, compared with 
$23,829,817 December 31, 1915. The 1916 sur- 
plus after charges of $10,121,348 is equivalent 
to $14.06 a share earned on 719,712 shares of 
capital stock, after providing $1,500,000 for 
depreciation, as compared with $12.61 a share 
earned on 599,760 shares in 1915. 

St. Louis, Rocky Mountain & Pacific.— 
March gross shows $282,609 as against $201,- 
679 in 1916. A net after taxes of $96,048 
against $48,768, and a surplus after charges of 
$75,210 against $26,343 last year. ; 

Southern Pacific.—Report for 1916, issued 
under the I. C. C.’s new order to make reports 
for the calendar year, instead of for the 12 
months ending June 30, shows $12.63 a share 
earned for stock, against $10 in the calendar 
year 1915, with the largest gross revenues in 
the history of the company, $163,427,423, ex- 
ceeding the previous calendar year by $20,959,- 
517, or 14.71%, and the year ended June 30, 
1916, by $10,733,194. Balance sheet, as of De- 
cember 31, 1916, shows a profit and loss sur- 
plus of $210,276,762, compared with $192,133,- 
630 December 31, 1915. 

Texas & Pacific—George J. Gould re- 
signed as presitient and chairman of this com- 
pany, now in receivership under the direction 
of Kuhn, Loeb & Co. and Blair & Co. Resig- 
nation from the Texas & Pacific severs Mr. 
Gould’s connection as an officer from the last 
of the so-called group of Gould railroads. In 
the last four years he retired from the presi- 
dency of the Missouri Pacific, the Denver & 
Rio Grande, and the Western Pacific. 
Wisconsin Central.—Report, year ended 

December 31, 1916, shows a surplus amount- 
ing to $2,512,463 after deducting operating 
expenses and charges. Allowing for divi- 
dends on the preferred stock, surplus is 
equivalent to $12.78 a share for the 161,196 
shares of common stock. Gross earnings 
were $12,895,764; operating expenses, $7,183,- 
447; net earnings, $5,712,317; other income, 
$59,334; tetal income, $5,771,651; charges, 
$3,259,188. 

INDUSTRIALS 

Allis-Chalmers.—Net earnings during the 
quarter to March 31 were $900,672, or sub- 
stantially at the rate of $3,600,000 per an- 
num, compared with $3,165,000 in 1916. In 
terms of the $16,500,000 pfd. Allis-Chalmers 
in the first quarter of 1917 earned at the 
rate of 21.2%, against 19.1% in 1916. The 
company has unfilled orders for $16,000,874, 
which is nearly $3,000,000 more than the to- 
tal of unfinished business at the end of 1916. 

American Hide & Leather—There was a 
precipitate drop in the March quarter to 

profits slightly less than 33% as large. The 
balance for the pfd. in the quarter just ex- 
pired was 2.58%, or $335,954. 

American Ice.—Made application to the 
N. Y. Stock Exchange to list $15,000,000 of 
its 6% non-cumulative pfd. stock, and $7,- 
500,000 of its common stock. 

American Locomotive—During April, 
1917, took orders for 175 engines. 

American Smelting & Refining. —Sent out 
a circular to the belders of the 6% Series 
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“A” accumulative pfd. stock, which em- 
braces a plan for the exchange of “A” stock 
for an equal par amount of first mortgage 
5% bonds of the Refining company, plus a 
cash payment of $7.50 a share. This com- 
pany is co-operating with Kuhn, Loeb & Co. 
in carrying out the plan. 

American Steel Foundries.—In its March 
quarter produced a balance of profits equal 
to raed 12% on its $18,184,000 stock. 
Profits for the quarter of 12% compare with 
actual net for the shares in all of 1916 of 
23.2%, so that if the full year were to do as 
well as the March quarter, share earnings 
in 1917 would more than double the pre- 
vious year. : 

American Tobacco.—Experts figured that 
the excess profit tax on the 8% basis would 
cost the company $118,000 in 1917. This is 
equal to only one-fourth of 1% on the $40,- 
242,400 common stock outstanding. On the 
same basis the tax would cost the United 
Cigar Stores Co. only $50,000, or less than 
one-fifth of 1 per cent. on the $27,000,000 
common. 

American Woolen.—Has increased wages 
of employees of all its mills. The advance 
in no case is less than 5%. 

Baldwin Locomotive.—Received orders 
for seven Santa Fe type locomotives for 
the Chicago & Eastern Illinois R. R. and 
four different types for small concerns. 
Company also received the bulk of the large 
locomotive orders recently placed in the 
United States by the Russian Government. 
The orders to be filled by the Baldwin com- 
pany on this contract aggregate $11,000,000. 
During April, 1917, took orders for 142 en- 
gines, including 113 for the Russian Govern- 
ment, 53 of which were narrow gauge. 

Burns Spesinmapert year ended March 
31, 1917, shows 3,009,632 tons of coal sold 
and gross receipts $15,235,909. In the pre- 
ceding year the sales were approximately 
325, tons less. Coal during the year cost 
the company $11,670,830, leaving a profit 
before operating expenses had been ac- 
counted for amounting to $3,565,079. This 
was reduced to $921,373, equal to slightly 
more than 30%. cents a ton, after ex- 
penses had been paid. he unappropriated 
surplus at the end of the year was $1,470,734. 
Net profit of $1,289,784 for the year ended 
March 31, 1917, after allowing for full divi- 
dend requirements on the preferred stock, 
is equivalent to $21.23 a share earned on 
55, shares of common stock outstanding. 

Central Leather—Balance sheet, as of 
March 31, 1917, shows a profit and loss sur- 
lus of $25,639,297, compared with $12,075,- 
33 March 31, 1916. 

Colorado Fuel & Iron.—Report, quarter 
ended March 31, 1917, shows: Gross receipts, 
$10,832,211; net earnings, $2,361,123; surplus 
after interest, taxes, etc., $1,726,116. 

Corn Products Refining.—Net profits for 

the first three months of 1917 totaled $2,- 
450,038 after all charges, including preferred 
dividend of $521,970. Net profits are run- 
ning at the annual rate of oes y4e com- 
pared with the 1916 net of $6,083,746. The 
surplus for the first quarter of $2,450,038 is 
equal to $3.85 a share on the common stock, 
after deducting the pfd. dividend of 134%, 
- at the annual rate of $15.40 on the junior 
shares. 

Driggs-Seabury Ordnance.—Report, quar- 
ter ended March 31, 1917, shows total earn- 
ings, after operating expenses, taxes, etc., 
of $2,031,858; surplus after charges of $1,- 
264,815, and balance after Ist and 2d pfd. 
dividends of $1,249,053. This is equivalent 
to $14.15 earned on 88,355 shares of com- 
mon stock for the three months, or at the 
annual rate of $56.60 a share. The company, 
through the Savage Arms Co., closed orders 
for between 3,000 and 4,000 Lewis guns for 
the U. S. A. army and navy. These orders 
are in addition to the contract for 2,000 guns 
laced recently by the Marine Corps. 
riggs-Seabury has also taken additional 

large orders from the navy for 3-inch and 
6-pounder guns. 

Gaston, Williams & Wigmore, Inc.—Net 
earnings, March, 1917, amounted to $276,- 
038, bringing the total for the first quarter 
of 1917 to $905,955. These profits are from 
the operations of the Exporting & Importing 
Co. alone, and include no part of the earn- 
ings of the Steamship Co. or of the Euro- 
pean companies. Unfilled orders on hand 
April 18, 1917, were $23,981,044, compared 
with $17,587,399 on March 14, 1917. 

General Chemical.—During the March 
quarter earned $12.80 a share on 157,329 
shares of common stock. 

International Paper.—Granted a general 
wage increase to all employees of its mills 
at atertown, N. Y. The increases are 
voluntary by the company and add 2 cents 
an hour to the existing rates of all men 
working by the hour and $1 to the weekly 
salaries of those paid by the week. The in- 
crease will call for an additional outlay of 
approximately $25,000 per annum. Balance 
sheet, as of Dec. 31, 1916, shows a profit and 
loss surplus of $16,238,743, compared with 
$12,402,250 Dec. 31, 1915. The 1916 surplus 
after charges of $4,620,727 is equivalent to 

62 a share earned on 224,067 shares of 
iy gem as compared with $5.44 earned 
in 

Marlin Arms.—Received an additional or- 
der for 500 machine guns from the United 
States Government. The company recently 
sold 1,100 guns to the Government. 

Midvale Steel & Ordnance—The basic 
labor rate for its workers in its plants at Coat- 
esville, Pa., and Johnstown, Pa., has been in- 
creased 8% to 1 The increase does not 
affect the Midvale plant in Philadelphia, 
where a higher wage rate already prevails. 
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Pressed Steel Car.—Declared a quarterly 
dividend of $1.75 a share on the common 
stéck, payable June 6 to stock of record 
May 16, in addition to the regular quartefly 
dividend of $1.75 a share on the pfd. stock, 
payable May 23 to stock of record May 2. 

Republic Iron & Steel.—Started its 1917 
year with a first quarter balance of $3,910,427 
for common stock, equal to better than 
14.3% on the $27,191,000 common. This is 
an annual rate of 57.2%. 

United States Rubber.—On the basis of 
the first quarter’s earnings, and considering 
orders contracted for, the company should 
earn at least $20 a share for its $36,000,000 
common, after pfd. dividends in 1917, as 
compared with $15.12 a share for the same 
amount of common stock in 1916. Sales in 
the first quarter of the year gained 20% over 
the corresponding three months a year ago. 

United States Steel Corp.—For the quar- 
ter ended March 31, 1917, showed net earn- 
ings of $113,121,018. There was a balance 
of $97,744,756 available for dividends. De- 
ducting the pfd. dividends of $6,304,919 left 
a balance available for the common of $91,- 

439,837, or approximately $18 a share. This 
is at the rate of $72 a share annually. An 
extra dividend of 3% and the regular quar- 
terly dividend of 14% on the common 
stock, payable June 29, was declared. The 
regular pfd. dividend of 14% was also de- 
clared. The report for the quarter showed 
unfilled orders as of March 31 amounting to 
11,711,644 tons. 

Westinghouse Electric & Manufacturing. 
—For the last few weeks the daily produc- 
tion of rifles has been at the rate of 3,500 
per day, or 105,000 per month, This figure 
is good, but it is still 2,000 to 2,500 per day 
below the output which the management 
hopes to attain when maximum figures are 
reached. 

Willys-Overland.—Is producing between 
750 and 800 cars a day, or at a 25% higher 
rate than the average of about 600 in the 
first quarter of the year. The planned pro- 
duction up to July 1 of between 18,000 and 

000 cars a month gives every indication 
of being fully met, which would mean an 
output for the first half year of approxi- 
mately 100,000 cars. 

THE FIRST U. S. GOVERNMENT LOAN TO THE ALLIES 

Secretary McAdoo is shown here signing a treasury warrant for $200,000,000, the first 
U. S. loan to the allies. Sir Cecil Spring-Rice, British ambassador, signed an obligation for the 
amount, which was exchanged for the warrant. From left to right: Lord Cunliffe, governor 
of the Bank of England; Sir Cecil Spring-Rice, Secretary McAdoo, Sir Hardman Lever, 
cial Secretary of the treasury of Great Britain; Sir Richard Crawford, foreign trade adviser 
of the British embassy, and Oscar T. Crosby, assistant secretary, U. S. Treasury. 
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Railroad and Industrial Inquiries 

Atchison, Topeka & Santa Fe 

W. S. W., Lafayette. Ind—Atchison, To- 
peka & Santa Fe is in a strong position. In 
1916 the Atchison earned 12.30% on the com- 
mon stock as compared with 9.18% in 1915. 
These figures are for the years ended June 30. 
Current earnings are running at the rate of 
over 15%. Despite the rising costs of ma- 
terials and labor, the outlook for Atchison is 
favorable. The road is well managed and it 
has always been conservatively financed since 
the reorganization of twenty years ago. It oc- 
cupies a growing territory, through which it 
has been pretty steadily expanding its mileage 
until within the last two or three years. . 

In the last annual report, President Ripley 
expressed the opinion that the revenues of that 
year would remain the high water mark for 
some years to come, yet as above stated, the 
earnings are now running at a considerably in- 
creased rate over last year andthe indications 
are that the road will earn over two times 
its present dividend of 6%. There is no ap- 
parent reason why the company should not in- 
crease its dividend to 7%, except the uncer- 
tainties created by the entrance of the United 
States into the war. 
Atchison is one of the best railroad stocks 

available for permanent investments and while 
its price may go lower in the event of unfavor- 
able market developments generally, the stock 
should eventually be established at a material- 
ly higher market level and if you are in a 
position to purchase it and hold for income 
only at the present time, we can recommend 
your buying it. 

Great Northern 

A. T. S., Coolidge Corner, Mass.—The de- 
pression in the price of Great Northern Rail- 
way stock has been due to various causes, such 
as foreign liquidation, general weakness in the 
rails, recognition of the unfavorable effect on 
earnings of rising material and labor costs, 
etc. 

In the March 3rd issue of the MAaGAzINE oF 
Watt Street there appeared an analytical 
article on the Hill stocks, in which Great 
Northern’s position was discussed. The find- 
ings and conclusion of the author of that article 
accord very substantially with our own views. 

B, & O. 

D. S.—We cannot encourage you to expect 
that you will have an opportunity of selling 
your Baltimore & Ohio stock at a profit, at 
least at any time in the near future. The stock 
should have a rally, however, and you may 
have a chance to sell it several points higher. 
We suggest that you take advantage of any 
substantial bulge to get out of it, for there are 
more desirable investments. 

Pitts. and W. Va. : 

B, T. F., Braddock, Pa—The Pittsburgh & 

West Virginia is the old reorganized Wabash 
& Pittsburgh Terminal.. The new road occu- 
ies an unique position among railroads, for 

it is practically unmortgaged. e only mort- 
gage outstanding against the property is about 
$800,000 in real estate pertmen on the prop- 
erty in Pittsburgh. In addition to the rail- 
road property, the company owns the Pitts- 
burgh Terminal Railway & Coal Co., which 
owns about 15,000 acres of coal lands and will 
have outstanding only $3,922,000 first mortgage 
bonds. The fixed interest charges of the com- 
bined properties are approximately $261,000. 
The issued capitalization consists of $9,100,000 
preferred stock and $30,500,000 common stock. 

The coal properties furnish the basis on 
which it is expected the new company will se- 
cure maximum results. They have been es- 
timated as worth from $1,000 to $1,500 an 
acre. 

According to the latest reports, the Coal 
Company earned $120,000 net in December, 
1916, and $76,000 net in January, ordinarily a 
bad month. In February earnings were $200,- 
000. March, it is stated, showed an increase 
over this figure. The significant part about the 
steadily increasing coal earnings is that the 
have been made on an average price of $1.9 
a ton at the mine. All of the company’s coal 
contracts expired on March 31 and on April 2 
the new contracts at $3.50 a ton at the mine 
became effective. 

The maximum estimate of earnings for the 
current fiscal year points to between $5,000,000 
and $6,000,000 net after deduction of interest 
charges for the coal properties and $1,000,000 
net for the railroads. On the basis of total 
earnings of $6,000,000 there should be a sur- 
plus available for dividends, after all charges, 
equivalent to 6% on the preferred stock and 
to about $16 a share on the $30,000,000 common 
stock. Of course these estimates approximate 
the most optimistic expectations, but it is very 
apparent that the road will show substantial 
earnings for its common stock. Dividends, it 
is expected, will be inaugurated in the very 
near future on the preferred issues. Such ac- 
tion should, of course, strengthen the position 
of the common. 

Studebaker 

J. G, Lincoln Neb.—Studebaker’s decline 
has been largely in sympathy with the general 
break in the motor stocks. The regular divi- 
dend for this quarter was declared as usual, 
however. It does not seem to us that a re- 
duction is likely in the near future, at least, 
but of course the market is taking a look ahead 
to the time when the earnings of the company 
may not justify the continuation of the pres- 
ent dividend. if the material and labor costs 
keep rising and profits are cut down as a con- 
sequence of this and of competition and other 
unfavorable factors, it is not improbable that 
dividends will have to be reduced within the 
year. Before that time, however, the stock 
should rally substantially above its present 
price. 

(177) 
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The company’s earnings were affected dur- 
ing the latter part of last year by the short- 
age of freight cars, but this condition is now 
on the mend. As a result of the curtailment 
of shipments in the last quarter of the year, 
however, profits for 1916 fell below general 

tation, being equal to only 26.1% on $30,- 
,000 common stock. Such conditions of 

operation necessitated larger inventories than 
ordinarily. Thus, at the end of the year the 
corporation had inventories of $21,477,657, 
against $13,062,041 the previous year, and a 
natural consequence was the appearance of 
$4,000,000 notes payable in addition to the or- 
dinary accounts payable of $6,539,011. Quick 
assets, however, were 337% of current liabil- 
ities, as of December 31. 
The output of cars was under the scheduled 

figure, omy 65,885, against expectations of 
better than 70,000, and compared with 46,845 
in 1915. The company completed $2,791,936 of 
war orders left over from the year before, at 
the modest profit of $49,393, or 18%. The 
bulk of Studebaker’s war business was done 
in 1915, when contracts of $13,553,611 were 
filled at the substantial profit of $3,412,113, or 
25.2%. Regular line business in 1916 in- 
creased 37.7% in volume over 1915, and 51.3% 
in net profits. 

St. Paul—Motors 

Chicago, Milwaukee & St. Paul’s dividends 
are payable semi-annually, March 1 and 
September 1. This stock might be attractive 
under certain conditions as a speculation, but 
now, owing to the unsettled developments 
marketwise and the uncertainties in the gen- 
eral situation, we deem it advisable to adopt a 
neutral attitude on the market and are advis- 
ing our readers to stay out altogether for the 
present. Asan investment, we might say that 
we could not favor Chicago, Milwaukee & St. 
Paul common at this time, even were market 
conditions favorable to advancing prices. 

There are many good motor truck concerns, 
but the wisdom of buying as investments, the 
stocks of even the best companies is doubtful. 
The trade outlook for the motor industry in 
general is not good. Motor companies have 
enjoyed extraordinary prosperity in the last 
two years, and the indications now point to 
the development of conditions which will have 
an unfavorable effect on earnings. 

Such stocks as White Motors have fairly 
attractive speculative possibilities, but we can- 
not recommend this issue as a long pull in- 
vestment. 

Railway Steel Springs 

C. I. D., Syracuse, N. Y.—Railway Steel 
Springs had an extraordinarily prosperous 
year in 1916. Net earnings available for divi- 
dends on the common stock amounted to over 
13% as compared with about 3.1% earned in 
1915. The management reserved $2,000, 
from surplus earnings for depreciation, im- 
rovement, betterment and _ retirement of 

ds. This company has taken practically 

no war order business and its record of earn- 
ings is therefore all the more gratifying. 

At the same time there is no getting away 
from the fact that the prosperity of the com- 
pany is way above normal. The stock must 
therefore be regarded as on a speculative basis 
and we cannot recommend it as an investment. 

Investment Suggestions 

A. E. L., Lock Haven, Pa—The following 
list combines to a reasonable extent the prin- 
ciples of safety, income and marketability. It 
possesses in a very large degree the cardinal 
requirement of an investment list, namely di- 
versification of risk in industries and geo- 
graphically. You, of course, understand that 
these suggestions are predicated on the re- 
quirements named in your letter. 

Divi- 
_ Stock Price dend Yield 

Atchison, Topeka & Santa Fe 103 6% 58% 
American Locomotive, Pfd... 103 7% 68% 
Detroit United Railway tate 114 8% 7 %&% 
National Biscuit, Com........ 110 7% 64% 
Viginie-Corolios i 

Oe eB ER | Lah as 110 8% 7.3% 
Woolworth shard silnainitle. fier ie tibdia 133 8% 6 % 

At. Gulf & W. I. 

M. T. B., Jersey City, N. J.—Atlantic Gulf 
& West Indies is an issue which we cannot 
recommend at this time because of the pos- 
sibility that the United States Government will 
take over the company’s ships. 

Woolworth 

It would be an excellent idea for you to 
put the proceeds of the sale of your Atlantic 
Refining into Woolworth common, now 
selling around 135. Here is a stock on 
which we are practically always bullish be- 
cause the company is continually growing 
and is expanding its business by putting its 
profits back into the business, just as the 
Standard Oil companies do. However, the 
Woolworth Co. is in a business which is 
subject to less violent changes than the oil 
business and for that reason the stock is 
more stable in price. The principle of diversi- 
fication of risk geographically is nowhere bet- 
ter exemplified than in a security of this kind, 
for the Woolworth Co. has stores throughout 
the United States. Picture, if you will, an 
invasion of our Atlantic seaboard by a 
hostile army which would destroy the Wool- 
worth building and the Woolworth stores 
in New York City and the Atlantic Refining 
Co.’s plant near Philadelphia. Which stock- 
holder would then be in the better position? 
The Woolworth stockholder, most certainly, 
for the Atlantic Refining Co. would be prac- 
—_ put out of the business, whereas the 

oolworth Co. could continue to operate in 
oe in hundreds of other cities. 

— 
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Cooperating with Your Broker 
Do You Use Care in Signing Proxies? — Have You Been As- 
sessed Without CauseP—Personal Liability Stock Troubles 

By LAWRENCE S. RENZER 

HE art of signing one’s name to 
documents without knowing just 
what such signature might lead 

- to, is an old one and is daily prac- 
tised with disastrous results. It seems 
rather paradoxical that a business man 
who is accustomed to read contracts with 
the greatest care should attach his name 
to printed legal forms without careful 
reading, but it is done daily. This might 
be expected in some degree where unin- 
formed women are concerned, but 
nearly every reader of this article has 
at some time or other been careless in 
this detail. In ninety-nine per cent of 
the cases, there has been no damage, 
but the remaining one per cent has 
caused heart aches and much self- 
condemnation. 

The Authorization—What It Cost One 

Man 

During the latter part of October, 
1916, and November of the same year, 
The American Hide & Leather Co. de- 
cided to readjust the accrued preferred 
dividends of its company and sent out 
to stockholders an authorization form, 
a copy of which is shown in the accom- 
panying graphic. The reader will note 
the closing sentence: 

“It is understood that I am not liable for 
any expense or Committee char; incurred 
under this power of proxy and of attorney in 
excess of one dollar per share of stock now 
by me held, and that I am to be furnished, 
from time to time, with a statement of results 
and efforts of the Committee.” 

Mr. Jones, of Helena, Mont., owned 
100 shares of American Hide & 
Leather Preferred. He received the 
notice shown in the graphic, thought 
that the committee of prominent men 
knew best and signed the document. 
This signature was affixed on Novem- 
ber 13, 1916. Mr. Jones then sold his 
Hide & Leather Preferred and forgot 
all about the authorization. Maybe, 
Mr. Brown bought the stock and pos- 
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sibly Mr. Green bought it, but no one 
knew ; for the purchaser did not trans- 
fer the certificate which remained in 
Mr. Jones name. 
When Mr. Jones opened his mail one 

morning at his office, he found a bill 
from The American Hide & Leather 
Co. asking him to send his check for 
$100. Mr. Jones spoke mentally as 
follows: “Why, I have sold my stock. 
I have no further interest in the mat- 
ter, so let the next man settle.” He 
tossed the request in the waste basket 
and dismissed it from his mind. But 
not for long. A second and more ur- 
gent request came. Jones commenced 
to think, for he was a financially re- 
sponsible man. He wrote to the com- 
mittee and explained that he had sold 
the stock before the assessment was 
levied, so that it properly belonged to 
the man who made the purchase. In 
due course, this reply came from the 
lawyer for the committee: 

Mr. H. J. Jones, 
Helena, ont. 

Dear Sir: 
Replying to your favor of April 7 in reply to 

mine of March 27, in reference to your indebtedness 
to the Protective Committee of the Preferred Stock- 
holders of the American Hide & Leather Company, 
I beg to state that, according to your authorization, 
dated Nov. 13, you ya ae = yourself to to this 
committee $1.00 for each share of stock Rela at the 
time of your signing this authorization. 

The fact that you sold your stock thereafter does 
not in any way affect your obligation. 

It is not the fault of this committee that you sold 
our stock. It had no control over your actions. 
herefore, we expect to hear from you by return 

mail with your check enclosed. 
Veg truly yours, 

ans P. Freece. 

This cost Mr. Jones an even $100. 
Please take warning. 

The Proxy Question—Are You Sure 
You Are Right? 

During the past few months The 
Distillers Company of America had an 
internal dissension. The present offi- 
cers and directors of the company 
were attacked by others who had pre- 
viously held control of the company, on 
a matter of policy. The cause and re- 
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sult of the difference are not pertinent 
to this article in themselves, but the 
controversy was of vital importance to 
every stockholder. Mr. Jones, of Hel- 
ena, Mont., owned 100 shares of this 
stock. 
The object of both contestants was 

to get a majority of proxies from 
stockholders who would not be able to 
attend the meeting, and of course the 
side holding the majority of votes, rep- 
resented by the proxies, would obtain 
control and direct the future of a com- 

group of men gained control, the Dis- 
tillers Company would probably “go 
to smash,” or words to that effect. Mr. 
Jones did not recall that he had signed 
a previous proxy for others, so he 
signed this second one. The signing 
of the second proxy at a later date 
voided the first one. 
Now Mr. Jones was a partner in the 

Distillers Company. But all he 
thought about, as a partner, was how 
his dividends might be affected. He 
did not find out all he might have 

Please execute and return this proxy in the accompanying 
envelope, if unable to be personally present at the meeting. 

KNOW ALL MEN BY THESE PRESENTS, that the undersigned, a stockholder of 
THE WILLYS-OVERLAND COMPANY, an Ohio Corporation, hereby nominates, consti- 

tutes and appoints JOHN N. WILLYS and ROYAL R. SCOTT, or either of them, with full 

power of substitution in the premises, attorneys and proxies for the undersigned, to vote in the 

name of the undersigned, or otherwise, on all shares of the Common Capital Stock of said cor- 

poration standing in the name of the undersigned, at the regular Annual Meeting of the stock- 

holders thereof, called to be held in Toledo, Lucas County, Ohio, on the 8th day of May, 1917, 

at 2 o’clock P. M., for the purpose of the election of Directors for the ensuing year, the ratifi- 
cation of all contracts, acts and proceedings of the Board of Directors, the Executive Com- 
mittee, and the Officers of the Company, for the preceding year, and the transaction of such 
other business as may legally come before the meeting, hereby ratifying and confirming all that 

said attorneys and proxies, their substitute or substitutes, shall lawfully do by virtue hereof. 

IN WITNESS WHEREOF the undersigned has hereunto set his hand and sea) this 
28th day of April, 1917. ) 

In presence of: 

Witness. 

oe (Seal) 

(Proxies are only valid where signature of stockholder is witnessed by another person.) 
Form 1795 

pany which was having a hard time to 
stand up under the storm of Prohibi- 
tion Gains. As usual, one fine morning 
Mr. Jones found a proxy from the 
company, as he judged, and he care- 
lessly signed it, as he was directed, 
without reading the subject matter. 
He was accustomed to do this in every 
case. A few days later he received 
another proxy. With this proxy came 
a letter condemning the men who were 
directing the affairs of the company, 
and stating that unless this second 

found out by making a careful investi- 
gation, but he “took a. chance” and a 
chance like this might have thrown 
the control of “his” company into 
hands which would not develop the 
future to the best advantage of the 
“little partner,” the small stockholder. 

Recently there has been some kind 
of an effort made to get the small 
stockholders together so as to make 
their work effective and to direct all 
their voting efforts towards the best 
interests of the corporation in which 

| 
| 
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they hold stock. It is really the duty 
of every stockholder to find out all 
about the company in which he is a 
partner. These recent efforts of co- 
operation have been somewhat suc- 
cessful, and the Inquiry Department 
of THe MaGazine oF WALL STREET can 
bear witness to this fact. 

If the stockholder is carrying his 
stock on margin with a brokerage firm, 
he may not hold this stock, which he 
owns, and on which he is borrowing 
money from his broker, in his own 
name. It is very likely that the broker 

in 1905, he would be called upon to 
pay this assessment. This situation 
could exist only with the proviso that 
the certificate was still in Jones’ name 
on the date of assessment. In this very 
connection there were several law 
suits and in every case the courts ruled 
that Jones had to pay. 

Bank stocks, Trust Company stocks 
and many Express stocks, such as 
Adams Express, are personal liability 
stocks. Under the rules of the New 
York Stock Exchange the purchaser is 
forced to give the seller a “name” for 

AUTHORIZATION 

In order to erate with the stockholders of the A Hide and Leather Company in an endeavor to readjust the 

accrued preferred dividends, secure proper representation on the Board of Directors aad remedy certain unsatisfactory con- 

ditions and methods, I... pe — ~mng Owner of 

shares of stock, certificates numbers. putea « hereby’ ¢ constitute and appoint the Committee heretofore 

formed, consisting of Anderson Prige, Frederic Drew Bond, Hans P. Freece, or a majority of them, or their successors, as my 

true and lawful attorney and proxy to act for me the same as though I were persorally acting, to vote at any meeting of stock- 

holders, to interrogate the officials of the American Hide and Leather Company with regard to the ag of the Company's 

affairs and to demand such finencial and operating statements from them as I might, or could, or would, be legally entitled to so 

demand, to institute and prosecute suits, and for this purpose to consult and employ counsel, and, in general, to do any and 
all things which, in the judgment of the C 

of results and efforts of the Committee. 

Dated, Vow. 13, , 1916. 

wines: QQ. Carlen 

, Shall be advisable and necessary to carry out the Above-named purposes. It 
is understood that I am not to be liable for any expense or Committee charges incurred under this power of proxy and of attorney 

in excess of one dollar per cach share of stock now by me }eld, and that I am to be furnished, from time to time, with a statement 

Aon fi free 
has transferred the stock to his, the 
broker’s name, as a matter of marginal 
protection. However, the client is the 
actual owner, and, if he retains his in- 
terest in the corporation as he should, 
it is his privilege to direct his broker 
to send in a proxy, or refrain from 
sending one in, or even get the brok- 
er’s proxy made out to himself for use 
at the meeting of the stockholders. 

Personal Liability Stocks—Why They 
May Be Expensive 

The old Minneapolis & St. Louis R. R. 
Co. was incorporated under the laws of 
Minnesota and Iowa. Under the pe- 
culiar state laws of these states the 
stockholders are liable for heavy as- 
sessments, and it is always the stock- 
holder of record who is liable. Jones 
may have had 100 shares in his name 
in 1904, and, if the stock was assessed 
in 1916, even though Jones had sold it 

transfer at the time the stock is deliv- 
ered against sale. 

Suppose Jones owned 100 shares of 
Adams Express stock and sold it. 
Furthermore, let us suppose that the 
buyer did not transfer the stock out of 
Jones’ name and that three years after 
the sale, Adams Express was heavily 
assessed. Jones, if he was financially 
responsible, would be compelled to pay 
the costs, although he was not the ac- 
tual owner. Many holders of this class 
of security, at the time of sale, serve 
notice at once on the transfer office of 
the company in question that they are 
no longer possessed of certificate num- 
ber 12436F and will not be responsible 
for what may happen in the future. 
Even this plan is not always successful 
in shifting the obligations involved. 
Nearly all large brokerage firms, pos- 
sessed of this class of security, arrange 
to transfer the stock to the names of 
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one or more of their clerks who are not 
overburdened with worldly goods. 

Assessments—Loss From Not Paying 
Them 

When a stock calls for an assess- 
ment and it is voted on by a majority 
of the stockholders at a regular meet- 
ing, it is necessary for the holder to 
pay such assessment or lose his stock. 
In some cases, however, the stock may 
be traded in as “assessment, unpaid,” 
first paid, second paid, etc. But this is 
in case that a definite date has not 
been set for such assessments. Those 
stockholders of the old Wabash Rail- 
road who did not pay the assessments 
have worthless paper on their hands 
at the present time. There are men 
still alive who owned Northern Pacific 
when it was assessed, who refused to 
pay the money desired, and today they 
have waste paper to show for their 
original purchase. Stockholders of 
Missouri Pacific who did not deposit 
their stock under the reorganization 
plan and arrange to pay the assess- 
ments will eventually lose what they 
originally paid for. 
Whenever these Protective Commit- 

tees are formed, whenever it is pos- 

sible to exchange stock of a wabbly 
company for certificates of deposit of 
a holding committee, or whenever an 
assesment is called for, the wise thing 
todo isto GET ADVICE. Usually the 
legal complications involved are too 
much for the layman, and it is proper 
and right for the broker or the Per- 
sonal Inquiry Service Department of 
THE MAGAZINE OF WALL STREET to be 
called upon for advice and direction. 
In almost all cases a final date is set 
for depositing stock and making pay- 
ments of assessments. The broker 
customarily informs the customer of 
such dates and gets his permission to 
act, but this service is a voluntary one 
on the part of the broker, and it is 
doubtful if he can legally be held for 
any error or laxity in this connection. 
This is why it is so necessary for hold- 
ers of securities to have stock in their 
own names or else so arranged that they 
receive all notices and reports from the 
companies in which they are interested. 

These articles are for the purpose of 
educating the stockholder and to pre- 
vent him from losing money through 
lack of knowledge. Whenever there is 
a doubt, professional advice should al- 
ways be sought before action is taken. 

How Much Railroad Equipment is Needed to Move An Army ? 

Some idea of the adequacy of the equipment of the railroads of the United 

States for the movement of troops may be obtained from a statement prepared 

by Lieutenant-Colonel Chauncey B. Baker, of the Quartermaster Corps, United 

States Army, and distributed to the railroads of the country by the Special 

Committee on National Defense of the American Railway Association. 

To move one field army of 80,000 men, consisting of three infantry divisions, 
one cavalry division, and a brigade, technically known as a brigade of field 
army troops—troops auxiliary to the infantry and cavalry divisions—requires 
a total of 6,229 cars made up into 366 trains with as many locomotives. These 

6,229 cars would be made up of 2,115 passenger, 385 baggage, 1,055 box, 1,899 
stock and 775 flat cars. 

This quantity of equipment represents .7 of 1 per cent. of the locomotives 

owned by American railroads, 4.2 per cent. of their passenger cars, and .2 of 

1 per cent. of their freight equipment. 



BONDS 4” INVESTMENTS 
Accounting An Investor Should Know 
Profit Reserves Versus Valuation Reserves—Depreciation— 

Bethlehem Steel’s Policy 

By EARL A. SALIERS 
Assistant Professor of Accounting, Sheffield Scientific School of Yale University 

Article VI—Valuation Reserves 

HE necessity of distinguishing 
between reserves of profits and 
valuation reserves has been men- 
tioned. As a concrete illustra- 

tion assume that a company owns fixed 
assets—buildings, machinery, land, etc. 
—and is engaged in the usual operations 
of industry. It requires no persuasion to 
convince us that with the passing of time 
there will occur a loss in value on the part 
of some of these assets. We ordinarily 
expect land to retain its original value 
and perhaps to appreciate owing -to its 
growing scarcity and the impossibility of 
duplicating it. A little observation and ex- 
perience, however, will convince all that 
most assets of a so-called fixed character 
are not really fixed, but that they under- 
go a more or less rapid deterioration 
from wear and tear, growing inadequa- 
cy to fill the demands made upon them, 
and possibly from obsolescence, i. ¢., 
getting out of date as the result of late 
improvements. 

How Depreciation Is Expressed 

These various deteriorating influences 
may all be comprehended by the single 
term “depreciation.” Depreciation, 
therefore, may be defined as loss in 
value arising from wear and tear, in- 
adequacy and obsolescence. The rate of 
depreciation, ordinarily expressed as a 
percentage on the cost price of the asset 
in question, may be high or low. The 
concrete structures of a hydro-electric 
plant are quite permanent and, in so far 
as ordinary wear and tear are con- 
cerned, probably do not depreciate more 
than a fraction of 1 per cent. during a 
year. Their depreciation due to inade- 

quacy might vary, on the other hand, 
from nothing to a high percentage. A 
factory building is a less permanent 
structure. Probably few such buildings 
now standing, with the possible excep- 
tion of the best concrete ones, will be in 
existence in one hundred years. Most 
of them will literally be shaken to 
pieces; although many will outlive their 
usefulness, and be replaced with struc- 
tures better designed to meet the re- 
quirements of dynamic enterprise. 

Even less permanent than the struc- 
tures in which they are housed are many 
of the machines and fixtures required in 
manufacturing processes. Constant use, 
constant wear. Ten per cent. annually 
is not an exorbitant rate of depreciation 
for many kinds of implements, and for 
some kinds it is far too little. Depre- 
ciation is a fact, not a theory. It is the 
least avoidable of all expenses. Some 
running expenses may be partly, others 
wholly, avoided in slack times. Very 
little can be saved by attempting to pre- 
vent depreciation, beyond reasonable re- 
pair and housing. Whether they are 
used or not, machines become obsolete 
and inadequate, and during dull seasons 
they become creaky and rusty. 

Depreciation an Expense 

Out of this situation arises a signifi- 
cant fact of an accounting character, 
namely, that depreciation is an expense 
of production which cannot be ignored 
without undesirable consequences. Most 
expenses must be met promptly. If in- 
terest payments are delayed, foreclosure 
proceedings are instituted by creditors. 
If the payment of wages is refused the 
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assets of the company thus delinquent, 
are sold for the satisfaction of this lia- 
bility. 
if payment is not made promptly 

for raw materials and supplies pur- 
chased, cash discount privileges are lost 
and the terms of future purchases be- 
come less favorable. Depreciation, 
however, is a cost which can usually be 
neglected for a considerable time with- 
out leading to difficulties. For this rea- 
son it is neglected; therefore when the 
evil effects of this neglect begin to make 
themselves apparent they present a situ- 
ation made _ extraordinafily serious 
largely because it has developed without 
any well defined symptoms. A small 
laceration of the flesh gives pain and is 
immediately swathed and bandaged. A 

same time charge income with a like 
amount. 

Accounting Procedure 

Let us explain. All expenses incident 
to the month’s or the year’s operations 
should be charged to income, otherwise 
the figure presumed to express net 
profits, is excessive by just the extent 
that expenses are omitted. Depreciation 
is an expense, but a peculiar one in that 
although it is constantly occurring it 
may not be accompanied by any imme- 
diate cash disbursements as are most 
operating expenses, as labor, fuel, heat, 
raw materials, and so on. This makes 
it somewhat more difficult to account 
for. If we pay for an expense when we 
incur it we simply charge the proper ex- 

TABLE I 

BALANCE SHEET—ACME COMPANY 

FIXED ASSETS: 
= EX Seeccccccccccccssevccccs — 

Ramamasecorsensnenepesees x 

GARD ccccccccccccccccsccccceccees 20,000 
DEFERRED CHARGES ........... 1,000 

$161,000 

as of January 1, 1907. 

FIXED LIABILITIES: 
i Snckatealsdtaeededercwauds $60,000 

CURRENT LIABILITIES: 
Se OS "ee eee 

CAPITAL TED at dwese senhentiinee 100,000 

$161,000 

deep-seated disease preys upon the vital 
organs for years before it creates a con- 
sciousness of the need for medical aid. 

Depreciation Overlooked Is Dangerous 

Depreciation is the least painful, most 
insidious, most universal business afflic- 
tion. Promptly treated, it is like a 
harmless varioloid, ever present but not 
dangerous. Neglected, it is a source of 
abundant financial embarrassment and 
ultimately of insolvency and bankruptcy. 
Nothing ought to have more influence 
with the investor than the policy which 
a corporation pursues in caring for the 
depreciation of its properties. 
We ask, by what process is deprecia- 

tion properly accounted for? 
The answer is, by setting up valuation 

reserves, crediting them periodically 
with an amount equal to the deprecia- 
tion in value for the period, and at the 

pense account and credit cash, which the 
bookkeeper expresses thus: 

Expense $100.00 
To cash $100.00 

assuming, of course, that the amount of 
this particular expense is $100. But 
suppose—as is usually true with depre- 

ciation and certain other losses—that 
there is no corresponding disbursement 
of cash? Then what? This is just 
where the use of valuation reserves 
comes in. Recollect, then, valuation re- 
serves are not reserves of profits, but 
reserves made to determine profits. Sup- 
pose that during a certain period depre- 
ciation of plant occurs to the extent of 
$1,000, for which there is no correspond- 
ing disbursement of cash. This may be 
expressed technically by charging ex- 
pense, as above, but by crediting a valua- 
tion reserve, instead of cash, thus: 
ae $1,000.00 
To Valuation Reserve...... $1,000.00 

eee ee eee eee 
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Record of Expenses Is Essential 
The essence of the matter is that we 

make a record of this expense. Ex- 
penses must be recorded or they will not 
be considered, but be overlooked. It is 
beyond the purpose of this brief article 
to lead the reader through all the intri- 
cacies and refinements of accounting, 
neither is it desirable. But from the 
foregoing, he should be enabled to grasp 
firmly the function which valuation re- 
serves fulfill, 7. ¢., not only to bring into 
each year’s income account all proper 
expenses, but also to make such a record 
in the ledger that the results of these 
losses may be clearly set forth in the bal- 
ance sheet. The former purpose is ac- 
complished through the charge to “ex- 

of the causes mentioned hitherto. It is 
impossible to forecast exactly the life of 
a building ; yet that is the flimsiest of ex- 
cuses for neglecting to make an estimate 
of what it will be. If past experience 
points to the conclusion that the average 
life of the plant will be fifty years and 
that of the machinery ten years, then al- 
lowances should be made on this basis— 
2 per cent. annually on cost for the plant, 
and 10 per cent. annually on cost for the 
machinery. Expressed in dollars the al- 
lowance will be $2,000 and $4,000, re- 
spectively, for plant and machinery. For 
the ten-year period ending January 1, 
1917, the depreciation of the plant on 
the above basis is $20,000 and that of 
the machinery $40,000, the machinery 

TABLE II 

BALANCE SHEET—ACME COMPANY. 

as of January 1, 1917. 

FIXED ASSETS: 
ae A SN ee ho a eons See Rink — 

on cons Patties Eaina Wiarensisent 

(RR i hy le A EN 25,000 
Accounts Receivable ............ 58,500 

DEFERRED CHARGES ............ 500 

$224,000 

FIXED LIABILITIES: 
fs eee acu kebecess $60,000 

VALUATION RESERVES: 
Depreciation ' & — Uae 20,000 
Depreciation of Machinery. . 40,000 

CURRENT LIABILITIES: 
GD DEEN. wenascindsccadeses 4,000 

a er 100,000 

$224,000 

pense,” which is carried into the income 
account, the latter is accomplished by 
the “valuation reserve,” which is carried 
into the balance sheet. While expense 
accounts are thus closed out each month 
or year, as the case may be, the valua- 
tion reserve remains open, growing 
larger each year by the amount of de- 
cline in value of the asset to which it is 
complementary and which it evaluates. 

Valuation Reserves Illustrated 

To illustrate, assume that the Acme 
Company began business January 1, 
1907, with assets and liabilities as shown 
by the balance sheet in Table I. 

During the ten years following Janu- 
ary 1, 1907, the company engages in the 
usual operations of manufacture. Also 
during this period its plant and machin- 
ery depreciate in value from some or ail 

now being worthless. If the Acme Com- 
pany has kept its accounts properly, its 
balance sheet dated January 1, 1917 (as- 
suming that cash has increased $4,500, 
notes payable $4,000, and that deferred 
charges now stand at $500), should ap- 
pear as given in Table II. 

Reserves Not Liabilities 

We are concerned only with the fixed 
assets and the valuation reserves. 
Changes in the other accounts are pure 
assumptions made to secure a complete 
statement. The reserve accounts are not 
liabilities and their chief value is in the 
aid they give in an attempt to evaluate 
or value the fixed assets to which they 
are complementary. Thus to find the 
present worth of the plant we deduct the 
reserve for depreciation of plant from 
the cost price ($100,000—$20,000), 
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which gives a present valuation of $80,- 
000. ikewise, to find the present 
valuation of machinery, deduct the re- 
serve for depreciation of machinery 
from the cost price of machinery as 
shown ($40,000—$40,000), which gives 
zero for the answer. 

Investor Should Raise a Question 

Probably the investor, before he buys 
the bonds of a company, will wish to do 
a little valuation work on his own ac- 
count. He may question whether the 
valuation originally placed on the fixed 
assets was the correct one, and he may 

. also question whether the valuation re- 
serves set up are large enough to cover 
the depreciation that has occurred. Of 
course, he will also consider additions 
and betterments made to the original 
plant. Machinery cannot be allowed to 
depreciate until all the machinery is 
worthless. New machinery must be pur- 
chased from time to time, so that in 
practice the hypothetical situation which 
we have assumed, in order to simplify 
matters and lay bare a principle, would 
not occur. Nevertheless, after making 
allowance for the naturally more com- 
plex situation which occurs in real busi- 
ness, the principle applies with full 
force. 

Use of Valuation Reserves Is Varied 

Depreciation of physical assets is but 
one of the circumstances which make 
desirable the employment of deprecia- 
tion reserves. Other assets as well un- 
dergo a diminution in value; this is 
notably true of open book accounts re- 
ceivable. The percentage of loss on 
these accounts varies with the character 
of the business and the efficiency of the 
credit department. Such loss ought not 
in most instances, to run beyond a frac- 
tion of 1 per cent. Whatever a careful 
estimate determines, the loss on this 
score to be, should be charged to income 
and credited to a reserve for bad debts. 
When individual accounts are found to 

be really worthless they are charged 
into this reserve. 

Shortcomings of Practice 

It must be admitted that in practice 
many companies do occasionally “slip a 
cog” in their treatment of depreciation. 
The writer once asked the auditor of 
one of the largest and most prosperous 
corporations in the United States what 
policy he pursued in writing off deprecia- 
tion. The surprisingly frank reply was 
that the amount of depreciation written 
off depended on current earnings. This 
answer exemplifies the recourse which, 
in practice, is sometimes had to a proce- 
dure which does not run paralled to the 
theory which underlies good accounting. 
Sometimes a point is sacrificed for har- 
mony’s sake. In some industries gross 
income varies greatly year after year. 
In othérs it remains fairly uniform. The 
former, or variable tendency is best ex- 
emplified by the industrial group. Here 
there is undoubtedly some justification 
for altering the depreciation charge 
from year to year, providing that in the 
long run a sufficient allowance is made. 
An investor should enlighten himself. as 
to the general policy on depreciation fol- 
lowed by the company of whose securi- 
ties he is a prospective buyer. 

Policy of Bethlehem Steel Company 

Owing to its increased earnings, the 
Bethlehem Steel Corporation charged 
off over $14,000,000 for depreciation in 
1916—an amount several times in. ex- 
cess of the average amount written off 
during several years preceding. One is 
inclined to ask, then, whether the 
charges made during preceding years 
were adequate. When insufficient al- 
lowance for depreciation is made, it is 
usually because the earnings are. not 
large enough to make a fair allowance 
for it and also make a good showing of 
net profits—a situation which borders on 
the humorous in the eyes of those who 
understand it. 



Investment Offerings 

[Under this caption we will publish from time to time a list of what we regard as conserva- 
tive inyestment offerings by firms of unquestioned reliability. These securities will be of the 
type that should interest investors who regard safety of principal as the primary consideration 
in making their commitments.—Editor.] 

NITED STATES PUBLIC SERVICE 
COMPANY, $2,750,000 First Lien 6% 
Gold Bonds. Dated February 1, 
1917. Due February 1, 1927. Re- 
deemable at the option of the Com- 

pany on any interest payment date on 
six weeks’ published notice, at 105 and accrued 
interest. Interest payable February Ist and 
August lst. Coupon bonds in denominations of 
$100, $500 and $1,000 each interchangeable; 
principal may be registered. $1,000 coupon 
bonds and multiples thereof are interchangeable 
with registered bonds of like denominations. 
Principal and interest payable at office of Will- 
iam P. Bonbright & Co., Inc. Guaranty Trust 
Company of New York, Trustee. Offered at 99 
and accrued interest b 
Co., corner Nassau and Cedar Streets, New 

William P. Bonbright & 
ork. 

NORTHERN STATES POWER COMPANY, 
$1,500,000 7% Cumulative Preferred Stock. Par 
value, $100. . Preferred both as to assets and 
dividends. Redeemable at the option of the 
Company on sixty days’ notice at 110 and ac- 
out dividends. Dividends payable quarterly, 
January, April, July and October 15. Price on 
application to William P. Bonbright & Co., cor- 
ner Nassau and Cedar Streets, New York. 

THE UNITED WATER, GAS & ELECTRIC 
COMPANY, $175,000 6% Cumulative Preferred 
Stock. Preferred as to both assets and divi- 
dends. Dividends payable February, May, Aug- 
gust and November 1. Par value, $100. Regis- 
trar, The Equitable Trust Co. of New York. 
Transfer Agent, Henry L. Doherty & Company, 
New York. Price to return about 642%. Of- 
fered by Henry L. Doherty & Company, 60 Wall 
Street, New York. 

WEST VIRGINIA TRACTION & ELECTRIC 
COMPANY, 2-year 6% Bond Secured Gold 
Notes. Dated May 1, 1917. Due May 1, 1919. 
Callable at 100% and accrued interest on forty 
days’ notice. Semi-annual interest payable May 
l and November 1. Principal and interest pay- 
able at New York Trust Company, New York 
Coupon Notes in denominations of $1,000, $500 
and $100 each; principal may be registered. Of- 
fered at 98% and accrued interest by William 
P. Bonbright & Co., Nassau and Cedar Streets, 
New York. 

ARKANSAS LIGHT & POWER COMPANY, 
First Mortgage 6% Gold Bonds. Dated October 
1, 1915. Due October 1, 1945. Interest pay- 
able April and October 1, at New York, without 
deduction for the Normal Federal Income Tax. 
Redeemable at 105 on any interest date upon 
sixty days’ notice. Coupon bonds in $1,000, 
$500 and $100 denominations, registerable as to 
principal. Offered by E. F. Coombs & Co., 120 
Broadway, New York. 
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LOUISVILLE GAS & ELECTRIC CO., 6% 
Gold Notes. Due April 1, 1918. Price to yield 
488%. Offered by William P. Bonbright & 
Co., Nassau and Cedar Streets, New York. 

WAYNE COAL COMPANY, $500,000, First 
Mortgage 6% Sinking Fund Gold Bonds. Dated 
March 1, 1917. Due March 1, 1937. Interest 
payable March 1 and September 1, at the Co- 
lonial Trust Company of Pittsburgh, Pa. Trus- 
tee. Denominations, $100 and $1,000. Coupon 
form, registerable as to principal. Tax re- 
funded in Pennsylvania. Company pays the 
normal Federal Income Tax. edeemable on 
any interest period at 105 and interest upon 
thirty days’ notice. Offered at 97% and interest 
by 5 Bond Corporation, 115 Broadway, 
ew Yo 

THE GREAT ATLANTIC & PACIFIC TEA 
COMPANY, INC., $2,000,000 5-Year 6% Con- 
vertible Gold Notes. Dated June 1, 1916. 
Due June 1, 1921. Interest quarterly, March, 
June, September, and December. Interest and 
Principal payable gt The Equitable Trast Com- 
pany of New York, Trustee. Redeemable as a 
whole or in part on sixty days’ notice on any in- 
terest date after June 1, 1919, at 102% and in- 
terest. Coupon Notes, denomination $1,000, 
with provision for registration as to principal. 
Offered at 102 and interest, to net 5.45% by 
The Equitable Trust Company of New York, 37 
Wall Street, New York, and Edmund Seymour 
& Company, 45 Wall Street, New York City. 

EMPIRE REFINING COMPANY, First 
Mortgage and Collateral Trust Ten-Year Sinking 
Fund 6% Gold Bonds. Dated February 1, 1917. 
Due February 1, 1927. Interest payab e Febru- 
ary 1 and August 1. Coupon b in d 
inations of $1,000 and $500, registerable as to 
principal. Callable as a whole or in part, or for 
the sinking fund, until and including February 
1, 1921, at 104; thereafter until and including 
February 1, 1924, at 106; and thereafter until 
maturity at 108. Authorized issue, $10,000,000. 
Presently to be issued $7,000,000. Interest pay- 
able without deduction for the normal Federal 
Income Tax. Pennsylvania personal property 
tax refunded by company. ice, 100 and in- 
terest, yielding 6%. Offered by Montgomery, 
Clothier & Tyler, New York; Kissel, Kinnicutt 
& Company, New York, and Henry L. Doherty 
& Company, New York. 

CITIES SERVICE COMPANY, 6% Cumu- 
lative Preferred Stock. Preferred both as to 
assets and dividends. Authorized $100,000,000. 
Outstanding, $59,825,509. Dividends payable 
first day of each month. Price on application 
to Montgomery, Clothier & Tyler, 14 Wall 
Street, New York, and Kissel, Kinnicutt & Co. 
14 Wall Street, New York. 



Bond Inquiries 

Central Leather 5’s 

R. B.,{ Brooklyn, N. Y.—Central 
Leather Ist Lien 20-Year Gold 5s are most 
excellent industrial bonds, You should hold 
them. The issue is a diréct obligation of the 
company and secured by a mortgage on its 
entire property, now owned or hereafter 
acquired; also upon the entire capital stock, 
ge money bonds and debentures of the 

nion Tanning Co., covering all the real 
estate and other fixed property of the former 
United States Leather Co.; also secured by 
deposit of 7,997 shares (out of 8,000 shares) 
of the capital stock of the N. R. Allens Sons 
Co., $10,000,000 stock and $3,750,000 debenture 
4s of the Central Pennsylvania Lumber Co., 
and all stock and bonds of subsidiary com- 
panies owned. None of the constituent com- 
panies have any outstanding bonded debt. 
The company and its constituent companies 

own tanneries in the States of New York, 
North Carolina, Georgia, Virginia, West Vir- 

ginia, Wisconsin, Tennessee, Kentucky, Mary- 

land and Pennsylvania. Mills at Jameson 

City, Kelettsville, Leetonia, Grays Run, Lo- 

leta, Mina, Tiadaghton, Williamsport and 

Sheffield, Pa. Extract factories and plants at 

Old Fort, N. C., Cadet, Va., Chattanooga and 

Tellico Plains, Tenn. Finishing plant at Eliza- 

beth, N. J. Machine shops at Cumberland, Md. 

and Ridgeway, Pa. a total of 86 tannery 

plants and extract works and 13 saw mill 

lants. Also owns glue factories, warehouses, 

aboratories, etc., and lands growing bark and 

timber, and other real estate properties in 

various states, comprising 527,374 acres owned 

in fee, 1,177,380 tons growing hemlock and 

oak bark; 1,862,646,683 feet growing sawing 

timber. 
sidings and 103.85 miles of tram roads with 
equipment. 
The foregoing description of the property 

on which these bonds are a mortgage shows 
very clearly their strong position from the 
standpoint of distribution of risk, geographic- 
ally. In the year ended Dec. 31, 1916, the in- 
terest on the bonded debt of the company was 
earned 9.43 times as compared with 4.60 in 
1915 and 3.65 in 1914. 

Houston Oil Certificates 

K. S., Hartford, Conn.—Houston Oil Cer- 
tificates were issued by the trustee in respect 
of payments made under the Kirby Lumber 
Co. stumpage contract, and are guaranteed by 
the Houston Oil Co. They appear to be pro- 
tected by substantial equities and while not 
in the highest class, they are well secured and 
you should have no concern as to their ulti- 
mate position. 

L. 

Peoria Railway 5’s 

M. B., Yonkers, N. Y.—Peoria Railway 
First & Refunding Mortgage Gold 5s are se- 
cured by a first mortgage on all the property 
of the company and as they are further se- 

Also 216.72 miles of railroads and_ 

cured by the guarantee of the Illinois Traction 
Co., a favorable rating is justified. The bonds 
are not yet entitled to rank among the high- 
est grade issues, but their position should 
improve, and we suggest that you hold them. 

St. Louis & Southwestern 5’s 

B. F., Cresco, Pa—St. Louis & South- 
western First Terminal & Unifying Gold 5s 
ars subject to various other mortgages of the 
company and cannot be Classed among the 
higher grade bonds. The earnings of the 
company ran at a low level during recent 
years of depression, but they are now show- 
ing an improvement and in view of this, a 
fairly favorable rating for the bonds seems to 
be justified. If you are willing to take the 
speculative risk involved in holding this is- 
sue, it would be well for you to keep the 
bonds for the present, for the prospects would 
— to point to a betterment of their po- 

Various Bonds 

W. C., Cambridge, Mass.—Interborough 
Rapid Transit First & Refunding 5s ioe 
declined considerably lately and it might be 
inadvisable for you to dispose of the bonds 
at the market, especially if you would have 
to do so at any considerable loss. This bond 
ranks, or at ieast has ranked as a very high 
grade issue, but it is not as safe to hold as 
some other securities, such, for instance, as 
Baltimore & Ohio Refunding 5s. The latter 
are now selling around 974, but it is not 
unlikely that you may have the opportunity 
of exchanging your Interborough bonds for 
these bonds on an equal basis sometime in 
the near future. If the Interborough issue 
advances so that you can do that, we sug- 
gest that vou switch. 
Anglo-French 5s may very likely go lower, 

as the result of the offering of additional 
foreign bonds in this market, if the war con- 
tinues for sometime longer. However, the 
ultimate position of these bonds is probably 
secure and we do not suggest that you dispose 
of them at heavy loss now, provided you have 
no reason to anticipate that you will have 
to_use the money. 
Baltimore & Ohio Convertible 4%4s are very 

high grade bonds and we recommend that you 
hold them. 
Chicago Railway First Mortgage 5s are also 

high grade bonds and you need have no con- 
cern as to their ultimate position. We sug- 
gest that you hold them. 

Coal & Coke Railway 5s are quite specu- 
lative and unless you are willing to assume 
considerably more risk than is involved in 
holding higher grade bonds, it would not be 
a good plan for you to keep these. 

aryland & Pennsylvania 4s and Maryland 
& Pennsylvania Convertible 6s are both specu- 
lative. You would do well to exchange them 
for higher grade securities. 

(188) 



PUBLIC UTILITIES 

Ohio Cities Gas 
Is the Stock Too HighP—Earnings and Dividends Outlook 

—Analysis of Stock’s Position 

By L. R. BEECH 

HIO Cities Gas-has been a name 
to conjure with during the past 
eight months. More than one 

; pool has been tempted to ex- 
ploit the possibilities of this spectacular 
stock. Quick action and reckless tactics 
have characterized the operations. 

The story goes that one of the original 
pools, identified with the first move to 
above 100, slipped out of their stock at 
around that figure and confidently took 
the short side. In the lingo of the 
“Street” they got badly licked, for a 
luckier or stronger, or perhaps it was a 
more “knowing” pool took the stock on 
up. 

It turned out that the latter operators 
were actually aided by the opposition. 
A bull pool in a specialty like Ohio 
Cities Gas always welcomes the bear. 
They seem to take a huge delight in en- 
ticing him into their trap, artfully clos- 
ing it and then squeezing him unmer- 
cifully. 

Ohio Cities Gas, about twenty months 
ago, was selling below par. Then the 
par value of the stock was $100 a share. 
Since the par has been reduced to $25. 
Hence the current quotation of around 
135 is the equivalent of nearly 550 per 
cent. of par. Ten million capital stock 
(the authorized common capitalization) 
is selling for practically $50,000,000. 

Of course, the fact that Ohio Cities 
is selling high and has been exploited 
by pools does not necessarily mean that 
it is selling too high. But there is 
always a time when a stock does get 
too high. Oftentimes the pool plays no 
part in pushing an over-valued stock be- 
yond the zone of moderate or reasonable 
valuation into the extremely speculative 
or altogether unreasonable zone. Never- 
theless, an investor or intending pur- 
chaser can make no mistake if he be- 

comes increasingly mindful of the fact 
that there is always a limit. Too many 
take the opposite view and grow more 
enthusiastic the higher the price soars. 
That is the psychology of the stock 
market. 

Whether applied to the market as a 
whole or to an individual stock, this 
psychological aspect of the situation is 
always worthy of consideration. Just 
because Ohio Cities looks better today 
at 500 per cent. of par than it did at 
70 per cent. of par two years ago, does 
not prove that it is a bargain. 

Not a Public Utility Stock 
Now to consider the intrinsic merits of 

Ohio Cities Gas. The first point to 
know about this issue is that it is an oil 
stock, despite its name. There is no 
justification whatever for the present 
price of the stock on the basis of the 
public utility operations of the company. 
That angle of the business is compara- 
tively unimportant with the stock selling 
above 130, and it is therefore unneces- 
sary to take up much space in discussing 
it. Public utility earnings probably ac- 
count for less than 20 per cent. of the 
total current earnings, estimated to be 
at the annual rate of 40 per cent. or 
more, on the stock. The present earn- 
ings of the public utility properties may 
be regarded as maximum, owing to the 
fact that gross revenues are not increas- 
ing, nor is there any valid reason to ex- 
pect that they will increase within the 
next year at least, sufficiently to offset 
the greater expenses. Ex-oil earnings, 
Ohio Cities might be a reasonably at- 
tractive 5 per cent. stock at around 20. 

The Transformation to an Oil Stock 
Oil did not begin to loom as a po- 

tential factor of importance in the earn- 
ings of the Ohio Cities Gas Co. until 

(189) 
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the summer of 1915. August of that 
year witnessed the inception of the great 
boom in oil following the severe depres- 
sion which began with the development 
rd the Cushing pool in the spring of 

14. 
The accompanying table visualizes to 

a certain extent the manner in which the 
public utility properties have been 
crowded to the rear. The picture is not 
altogether complete because the earnings 
of the Gunsberg & Forman, Oklahoma 
oil producing properties, do not appear. 
These properties were acquired in the 

OHIO CITIES GAS-STOCK PRICE RANGE. 
—1915 1916 1917 

latter part of 1916, together with two re- 
fining properties. 

The Oil Properties 
The Gunsburg & Forman properties 

consist of approximately 26,500 acres of 
oil territory, 20,000 acres of which are 
undeveloped. Some 6,500 acres located 
generally in the Nowata, Cushing and 
Healdton fields are producing about 5,- 
500 barrels a day from about 620 wells. 

The refining properties include the 
Ardmore Refining Co. and the Interna- 

tional Refining Co., located respectively 

at Ardmore and Cushing, Oklahoma. 
These have a combined daily refining 
capacity of 11,000 barrels, their property 
consisting generally of real estate, pipe 
lines, refinery equipment, about 1,400,- 
000 barrels of tankage, tank cars, and 
including at the time of the purchase 
substantially 1,000,000 barrels of crude 
and refined oil. 

The price paid for these combined 
properties was $8,400,000. To finance 
the purchase the company issued $5,- 
000,000 notes and approximately $1,- 
000,000 stock. The stock was offered to 
stockholders at $85 a share. It may be 
mentioned here that the notes were pur- 
chased by the Guaranty Trust Company 
of New York and that they are subject 
to payment in amounts of $625,000 at 
the end of each six months period from 
January 1, 1917. They run for one, 
two, three and four years. 

The company’s oil properties outside 
of Oklahoma are located in Ohio and 
West Virginia, comprising some 125,000 
acres, of which about 12,000 acres is 
proven territory in Ohio and 4,000 acres 
proven territory in West Virginia. 
These properties are operated respec- 
tively by the Columbus Oil & Fuel Co. 
and the Columbus Producing Co. The 
combined daily production is approxi- 
mately 4,000 barrels. 

Earnings 

It is possible to figure out very large 
earnings for the Ohio Cities Gas Co. 
For instance, the Ardmore and Interna- 
tional Refining properties earned in the 
ten months to January 31 last at the rate 
of $2,000,000 per annum. The Colum- 
bus Producing Co. and the Columbus 
Oil & Fuel Co. together, earned in the 
seven months to October 31, as shown 
on the table, at the rate of about $1,- 
500,000. The public utility properties 
earned at the rate of between $800,000 
and $1,000,000 per annum, based on the 
ten months’ figures. Earnings of the 
Gunsburg & Forman properties are not 
available, but they may be figured, for 
the sake of estimating the total earnings, 
at $1,500,000. The foregoing figures 
total up to $6,000,000. Taking them as 
a basis on which to calculate earnings 
for the current fiscal year, there should 
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be deducted approximately $500,000 for 
dividends on the preferred stock of the 
Ohio Cities Gas Co. and about $1,500,- 
000 to meet the interest and sinking fund 
charges on the $5,000,000 notes. This 
would leave about $4,000,000, or 40 per 
cent. applicable to dividends on the Ohio 
Cities Gas $10,000,000 common stock. 

Dividend Outlook 

Of course, all could not be used to pay 
dividends, and, as a matter of fact, if the 

boom times. They do not as a rule do 
this even when they charge off very 
heavy. depreciation. 

Supposing for the sake of argument, 
that the Ohio Cities Gas earns from its 
oil properties a surplus for dividends of 
$3,200,000 and from its public utilities 
$800,000; and pays in dividends $600,- 
000 out of public utility earnings and 
$1,900,000 out of oil earnings to main- 
tain the present rate of 25 per cent., 
amounting to $2,500,000 per annum. 

= 

TABLE I 

COMPARATIVE DIVIDEND SURPLUSES OF OHIO CITIES GAS AND SUBSIDIARIES 
FISCAL YEARS ENDING MARCH 31 

OHIO CITIES GAS 

1915 
(fiscal year) 

$702,479 

1917 
(4 months) 

$249,308 

1916 
(fiseal year) 
$1,139,739 

(10 months) 
1917 

$$2,118,616 

(6 months) (7 months) 
1917 1917 

$497,322 $492,233 

Public Utility Properties 

COLUMBUS GAS & FUEL CO. 
$523,977 $375,219 $98,593 $94,049 $63,208 $231,790 

FEDERAL GAS & FUEL CO. 
$119,748 $125,311 $31,783 $28,940 $29,940 $86,460 

SPRINGFIELD GAS CO. 

$70,844 $84,082 $24,074 $27,503 $14,825 $67,504 

*DAYTON GAS CO. 
$163,686 7$181,488 $66,619 $43,081 $147,306 

Oil Properties 

COLUMBUS OIL & FUEL CO. 

$120,626 $207,163 $270,568 $184,738 $223,273 

COLUMBUS PRODUCING CO. 
$21,797 $298,097 $322,766 $497,516 $639,370 

ARDMORE REFINING CO. 
$643,836 

INTERNATIONAL REFINING CO. 

*Fiscal years end December 31. 
+Seven months ended July 31. 

$717,024 

tColumbus Oil & Fuel Co. and Columbus Producing Co. figures included in Ohio Cities 
& Gas Co. 

Note: Statements of several small subsidiary oil companies whose earnings are comparatively 
unimportant, are not included in above table. 

company earned net 6f no more than $4,- 
000,000 this year, it would hardly be 
conservative policy to maintain even the 
present 25 per cent. rate of dividends. 
Generally speaking, well managed and 
successful oil companies do not pay out 
more than 50 per cent. of their earnings 
in dividends, especially in extraordinary 

Where is there going to be enough left 
over for depreciation, reserves, working 
capital, etc. ? 

Of course, the reader must remember 
that we are working on an hypothetical 
basis purely, when we attempt to arrive 
at an estimate in this way, but if this 
method accomplishes nothing else, it at 
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least may become the source of some 
pertinent suggestions. 

The ardent supporter of Ohio Cities 
Gas might well accuse us of unfairness 
if we did not mention in connection with 
the above, the factors which may con- 
tribute to a very large increase in 1917 
earnings over 1916. For instance, there 
is the Ohio Cities Gas Co’s Casinghead 
gasoline production, the prospective 
profits from a new refinery which the 
company plans to build in West Virginia, 

TABLE II 

CITIES GAS COMMON DIVIDENDS 
SINCE ORGANIZATION 

1914—1\4% on $2,510,500 
1914—1\%% on 5,183,600 
1914—1%% on 
1915—1%% on 
1915—1%% on 
1915—1%4% on 
1915—1%4% on 
1916—144% on 
1916—2% on 
1916—24%4% on 
1916—24%4% on 
1916—5% on 
1917—3% on 
1917—6%4% on 10,000,000 

*Stock Dividend. 

$31,381 

-- 

. 

1 
1 
1 
1 
1, 
1 
1 
1 
1 

the possible increases in the oil output 
of the company’s large holdings of un- 
drilled acreage in West Virginia, Ohio 
and Oklahoma, &c., &c. 

Granting that to a reasonable degree 
the most optimistic expectations in these 
several directions, materialize, it must 
still be conceded that the present price 
of the stock substantially discounts very 
much larger earnings. 
A new oil stock generally speaking, 

should sell on a higher yield basis than 
~ a good industrial or even a good mining 

stock, because of the more speculative 
character of the oil business. Ohio 
Cities Gas might very well pay $12 
yearly in dividends on the present shares, 
and the price of the stock around 140 
would not appear unreasonably low. The 
company plans to double its authorized 
capital and it is expected that a 100 per 
cent. stock dividend will be distributed. 
There has been talk to the effect that the 
present rate of dividends will be con- 
tinued on the new stock. Earnings 
should run between $8,000,000 and $9,- 
000,000 per annum to justify it. 

But granting that the last estimate is 
warranted by the potentialities of the 
situation, how about accidents? Suppose 
the oil boom is punctured by the dis- 
covery of a new pool or because of a 
temporary over-production, or for some 
other reason? 

It is contrary to precedent for an oil 
company to develop into a firmly estab- 
lished organization in the comparatively 
short space of one boom period. The 
acid test for Ohio Cities Gas will come 
with the next period of depression for 
the oil industry, whether it occurs this 
year or next. The large earnings of the 
company may dwindle to an astonishing 
extent if crude oil prices sway down- 
ward, even though they do not approach 
their former record low levels. 

Conclusion 

To sum up, it cannot be too strongly 
emphasized that Ohio Cities Gas is an 
oil stock, that it is selling on the basis 
of prospects and at a price which dis- 
counts materially increased earnings, 
that an increase in the combined earn- 
ings of the subsidiary properties would 
have to be very marked to warrant es- 
tablishing an increased dividend rate; 
and that a large amount of the stock is 
now in weak instead of strong hands. 
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Public Utility Notes 

Alabama Power.—Will duplicate its 20,- 
000 horsepower steam electric plant on the 
Warrior River at a cost of $1,500,000. 

American Power & Light—Balance sheet 
as of Dec. 31, 1916 shows a combined sur- 
plus of $1,632,284. The 1916 surplus, after 
charges of $746,651, is equivalent to 6.49% 
on the common stock after preferred divi- 
dends, compared with 4.21% in 1915. 

Arizona Power.—Balance sheet, as of Dec. 
31, 1916, shows a profit and loss surplus of 
Fi70 129, compared with $133,058 Dec. 31, 

American Telephone & Telegraph.—The 
New York Stock Exchange has stricken 
from the list this company’s subscription re- 
ceipts for capital stock, first installment 
paid, and admitted to the list the company’s 
subscription receipts for capital stock, sec- 
ond installment paid. 

Binghamton Light, Heat & Power.—Pe- 
titioned the N. Y. Second Dist. P. S. Comm. 
for authority to issue $407,000 in first re- 
funding mortgage 5% 30-year gold bonds, 
under an existing mortgage, and 174,100 6% 
cumulative pfd. stock. 

Cities Service—The 1916 balance after 
pfd. dividends of $10,213,988 is equivalent 
to 48.37% on the common stock, compared 
oe for the 12 months ended March 

Kings County Electric Light & Power.— 
Made application to list $2,500,000 of its 6% 
convertible debenture bonds, issue of 1913, 
due Nov. 1, 1925. 

Long Island ee the N. 
Y. Second Dist. P. S. Comm. for authority 
to issue $561,000 in first mortgage 5% 25- 
year gold bonds, under an existing mort- 
gage, and for approval of a supplement -to 
said mortgage. . 

Massachusetts Gas.—Reported combined 
net earnings for March as $354,223, an in- 
crease of $58,128, or 19.63%, compared with 
March, 1915. For the nine months ended 
March 31 the combined net earnings were 
$2,417,602, compared with $2,055,570 the same 
period a year previously. 

Middle West Utilities—At the annual 
meeting of this company at Wilmington, 

Del., June 30, the question of increasing the 
authorized pfd. and common stock from 
$12,000,000 each to $20,000,000 each will be 
considered. 

National Fuel Gas.—Authorized an in- 
crease in capital stock from $16,000,000 to 
$32,000,000. At a subsequent meeting of di- 
rectors the question of the new stock will 
be taken up. Balance sheet, as of Dec. 31, 
1916, shows cash amounting to $695,060; ac- 
counts payable, $864,801, and total assets and 
liabilities of $29,076,398. 

Niagara, Lockport & Ontario Power.— 
Report, year ended Dec. 31, 1916, shows con- 
solidated income account as: Gross profits 
from sales of electric power, $1,156,119; net 
after taxes, $964,383; surplus after charges, 
$406,825; discount of company’s bonds pur- 
chased, $10,308; profit and loss surplus, 
$417,133. The surplus after charges of $406,- 
825 is equivalent to $15.06 a share earned on 
27,000 shares of first pfd. stock. 

Ohio Cities Gas—Declared a quarterly 
dividend of 64% on the common stock, pay- 
able June 1. The previous dividend was 
2u%%. 

Pacific Gas & Electric.—Report, year end- 
ed Dec. 31, 1916, shows gross operating rev- 
enue of $18,173,195, net operating revenue of 
$7,862,228 and net corporate income. of 

“$4,484,143. 

Pacific Telephone & Telegraph.—Report, 
year ended Dec. 31, 1916, shows gross op- 
erating revenue of $20,248,565 and net éor- 
porate income of $2,266,927 for the year. 
Surplus as of Dec. 31, after dividends and 
all other deductions was $617,375. 

United Fuel Gas.—Declared a stock divi- 
dend of 111-9% from the accumulated sur- 
plus. This increases the outstanding stock 
of United Fuel Gas Co. from $9,000,000 to 
$10,000,000. Has listed $204,000 first niort- 
gage 6% bonds, Series “A,” with authority 
to add $1,502,500, making the total amount 
authorized $11,500,000, on the N. Y. Stock 
Exchange. 

United Gas Improvement.—Balance sheet, 
as of Dec. 31, 1916, shows a profit and loss 
surplus of $35,415,244, compared with $32,- 
586,149 Dec. 31, 1915. 
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Public Utility Inquiries 

American Cities 

D. S., Biloxi, Miss—American Cities Pfd. 
has declined, not only because of generally 
unfavorable market conditions, but also be- 
cause the annual report for 1916 was disap- 
pointing. This report showed net earnings 
equivalent to only 3.1% on the preferred 
stock, as compared with 3.29% earned in 1915, 
and 6.49% earned in 1914. Since the com- 
pany paid dividends of 3% in 1916, it was 
obvious that the payment was covered by a 
very small margin. However, there is the 
consideration that the company as a holding 
organization, does not show on its own report 
the entire combined surplus of subsidiary 
companies which is applicable to dividends 
on its own stock. If the proportionate inter- 
est of the holding corporation in the undivided 
surplus earnings of the constituent companies 
had been added to the surplus earnings of 
the American Cities, the surplus of that com- 
pany for the year would have amounted to 
$282,768, instead of $21,591. The income ac- 
count of constituent companies for 1916 
showed a surplus after charges of $1,689,019, 
compared with $1,366,510 in 1915. 

The American Cities’ subsidiaries, like 
practically all utility companies, are feeling 
the effects of higher material and labor costs 
and these factors are being reflected in a 
curtailment of the ratio of net profits as com- 
pared with gross business done. But there 
is no immediate reason for apprehending a 
reduction in the dividend of 3% and the 
stock, while speculative at its current level, 
has certain attractive features for the long 
pull. The South is very prosperous and is 
likely to continue prosperous and the sub- 
sidiaries of the American Cities Company 
should participate in any general prosperity. 
Under the circumstances, you would not be 
wise in disposing of your stock at a sacri- 
fice, but at the same time, it would probably 
be inadvisable for you to average up at this 
time. 

B. R. T. 

S.—Brooklyn Rapid Transit is 
selling comparatively low. It has been the 
object of bear attacks recently and _ has 
withstood a large amount of selling which 
was sentimental. The chances therefore 
favor a rally and for that reason it 
would be an inopportune time for you to 
liquidate. We.do not favor the stock as an 
investment because of the uncertainties ahead 
of the company, principally the possibility of 
a dividend reduction when the new subways 
are opened, or perhaps before. However, 
our chances of recovering a part of your 
oss at least, in the near future, are now 
good and while you might e€ up your 
losses quicker in something else, you would 

| oa 

necessarily have to assume a certain amount 
of additional risk. 

Interborough Consolidated 

W. H. S.. New York City.—Interborough 
Consolidated is certainly at a comparatively 
low price and the stock has more or less 
attractive speculative possibilities. It has 
been depressed partly in sympathy with the 
general weakness of the traction issues. The 
more specific cause for the decline is that the 
preferred dividend of the Interborough Co. 
is expected to be reduced sooner or later. A 
reduction in the preferred dividend would of 
course, further remove dividends on the com- 
mon. 

Northern Ohio Electric Corp. 

A. K. B., Quebec, Can.—Northern Ohio 
Electric Corporation is a new holding com- 
pany in the utility field. The record of the 
property it has taken over is very satisfactory 
and it would seem that the margin of earn- 
ings for the dividend on the holding com- 
pany’s property should be ample to insure a 
maintenance of the 6% rate, but there are 
other better established utilities which have 
better prospects. The preferred stocks may 
be purchased at equally attractive prices, for 
instance, Consolidated Power, Railway & 
Light. The latter is a 6% issue, now selling 
around 80. The margin of earnings over the 
dividend requirements is very large. The 
outlook for public utilities, generally is not as 
promising as it has been because of the factor 
of higher cost of operation. Public Utility 
companies have to pay more for their material 
and labor, whereas they cannot raise the 
price of the only commodity they have for 
sale, transportation. If this country is in- 
volved in the war for a long period and high 
prices for labor and materials continue, the 
situation will not be a favorable ane for public 
utility companies. 

Republic Rwy. & Lt. 

C. N. B., Springfield, Ohio.—Republic 
Railway & Light is now earning at the rate 
of about 8% per annum for its common 

stock. An initial quarterly dividend of 14% 
on the preferred and an initial common divi- 
dend of 1%, both payable January 15, were 
declared in December, thus placing the pre- 
ferred stock on a 6% per annum basis and 
the common on a 4% per annum basis. The 
company’s record is not such as to justify 
the confident prediction that it will be able 
to continue the dividend rate of 4% on the 
common stock after the war. It is now 
enjoying unusual prosperity, due to the 
great activity in the industrial centers which 
it serves. The common stock has rather 
attractive speculative possibilities. 

(195) 



MINING AND OIL 
~ Alaska Gold’s Status 

Why This Mining Property Has Not Realized Early Expec- 
tations—Incalculable Factors—Prospects for Better 

Showings—Position of Securities 

By BARNARD POWERS 

4 HAT the business of mining is a 
ee hazardous one was never more 

strikingly illustrated than in the 
case of the Alaska Gold Mines 

Co. Incorporated in 1912 under the laws 
of Maine; a year ago the stock of the 
company was selling around $25 a share 
and the property seemed on the high 
road to successful development. At the 
resent writing the stock is selling below 

its original subscription price of $10 a 
share and the outlook, to put it mildly, is 
by no means encouraging. 

What happened to Alaska Gold? Or- 
ganized under the best of auspices by a 
group of financiers who are noted for 
their successful development of mining 
properties; with the ablest engineering 
talent in the country at its command and 
with the best kind of banking support, 
it would seem in its case the ordinary 
factors which cause or contribute to un- 
successful mining developments had been 
reduced to a minimum. The more so be- 
cause Alaska’s ore was of the sort known 
as “disseminated” that is, the gold was 
distributed in small particles through 
large masses of earth and rock in con- 
tradistinction to “vein” ores. Experi- 
ence in the case of the “porphyry” cop- 
per properties, whose ores are also dis- 
seminated, has shown that by extensive 
drilling and sampling it is not a difficult 
matter to obtain the average metal con- 
tent. It was on the basis of experience 
gained in developing the porphyries that 
Alaska Gold was developed, but Alaska 
Gold proved an exception. 

In short, while the preliminary sampl- 
ing and mill tests showed an average 

ld content to Alaska’s ores of about 
$1.75 per ton, actual milling experience 
on a large scale produced somewhat less 

than $1.25 per ton. A difference of 
only 50 cents a ton but more than 14 
per cent. less than originally estimated. 
Picture in the mind’s eye 50 cents worth 
of gold scattered through a ton of native 
rock—hardly more than the amount of 
a pinch of snuff. Yet if the additional 
50 cents per ton had been present in 
the ore treated last year Alaska Gas- 
tineau’s (the operating company) profits 
would have been approximately $1,400,- 
000 instead of $451,000, round figures, 
and there would have been a satisfactory 
balance on the stock after all charges. 

The 1916 Report 
The annual statement for the year 

ended December 31 last, and which has 
recently been issued tells the whole story 
in detail, in accordance with the manage- 
ment, policy of full publicity on the com- 
pany’s affairs. The following para- 
graphs from President Hayden’s re- 
marks to the stockholders, are illuminat- 
ing: 

“While the foregoing figures show that 
the business was operated for the year 
1916 at a profit, it goes without saying 
that the results are exceedingly disappoint- 
ing. At the time this enterprise was pre- 
sented to the F my it was confidently ex- 
pected that there ‘would be a profit of 
approximately 75 cents per ton of ore han- 
dled. This — was estimated on work- 
ing costs of 75 cents per ton and on recov- 
ered values of about $1.50 per ton. The 
original estimates were based upon mill 
records of an experimental plant operated 
prior to acquisition of the property by 
your company and the most thorough ex- 
amination of which such a body of ore 
is susceptible before its actual mining. 
The recovered values per ton have been 
much less than were expected, at the same 
time the working expenses have fully met 
the original estimates, despite the large 
increases in the cost of material and labor 
due to current conditions. 

(196) 
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“The scheme of mining, transportation 
and milling has been worked out in such 
a comprehensive and economical manner 
that with the comparatively cheap water 
— available the costs of operation are 
ess per ton than at any other similar plant 
of equal capacity of which we have knowl- 

e. 
*> = * 

“There can be nothing but gratification 
on that score but the average value of 
the ore as it must be taken out under the 
only practicable methods of mining appli- 
cable to such an enormous ore body has 
been extremely unsatisfactory. Nor can 
it be said at the moment that there is any 
assurance of material improvement in 
these average values for some time to 

because of factors which it was absolutely 
impossible to foresee.” 

Vice-president and Managing Director 
Jackling strikes a more optimistic note 
on the company’s prospects where he 
states in his report: 

“It is possible, but not probable, that the 
mine will be productive of profitable ton- 
mages in accordance with former estimates 
as to quantity. It is certain, however, that 
the average grade will be somewhat lower 
than those estimates have shown. Just 
what the difference will be canot now be 
told or even estimated with any satis- 
factory degree of accuracy. A thorough 
examination and report made by Mr. Allen 
H. Rogers and a corps of independent 

TABLE I 

ALASKA GASTINEAU MINING COMPANY 

Comparative Profit and Loss Account 

TONNAGES AND VALUES: 

Dry Tons Treated 

Heads: Average per ton 

Tails: Average per ton 

Recovery in Extraction 

REVENUE: 
Value of Production Recovered. . . .$1,837,290.74 

Year 1916 Year 1915 

1,892,788 

$1.193 

1,115,294 

$1.1569 

2190 

81.06% 

222 

81.33% 

Per Ton 

$0.93796 

Per Ton 

$0.97068 
Amount 

$1,046,103.79 

EXPENSES: 
Ore Production 
Milling 
Shipping and Smelting Charges.... 
dministration and Gen’l Expenses 

$727,056.18 
508,802.06 
62,397.65 

125,004.27 

$0.38412 
0.26881 
0.03297 
0.06604 

$0.31310 
0.30591 
0.04690 
0.04624 

$349,202.43 
341,183.06 
52,299.54 
51,570.73 

$1,423,260.16 $0.75194 $794,255.76 $0.71215 

$414,030.58 BALANCE—Mining Profit 
36,996.10 ADD—Miscellaneous Income ..... 

$0.22581 
0.02414 

$0.21874 
0.01954 

$251,848.03 
26,923.45 

Total Operating Profit $451,026.68 $0.23828 $278,771.48 $0.24995 
a 

come. There is a large tonnage of ore 
developed and broken in the mine, the 
recovery from which cannot well be ex- 
pected to differ from the recoveries ob- 
tained during the year 1916. 

“In the accompanying reports of the 
Managing Director and of the Manager at 
the mine, will be found a thorough analysis 
of the causes which have contributed to 
the unexpectedly r earnings from this 
business to date. In a word, it may be said 
that in so far as human foresight, ability 
and industry could have controlled the 
fortunes of this company, there is not 
the slightest disappointment; the disap- 
pointment, and it is great, arisen 

geologists and engineers working under 
his direction late in the summer of 1916 
indicated that as to the tonnage then 
developed and partially developed the dif- 
ference would probably be about 30 cents 
per ton. This is equivalent to saying that 
instead of an average of $1.75 total value 
the ore reserves on the basis stated 
amounting to that time to about 5,500,- 
000 tons, might be expected to average 
$1.45 gross value.” 

Results Last Year 

The results obtained by the operating 
company for 1916 are shown in Table I 
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which accompanies this article. From 
an engineering standpoint the statement 
is a remarkable one. The recovery in 
extraction of 81.33% with total expenses 
of $.75194 per ton of ore, are better than 
preliminary and up to the most. san- 
guine expectations. Had Alaska Gold’s 
ores proved to be uniform instead 
of “spotty,” and the ore values in ac- 
cordance with the preliminary indications 
the management and stockholders would 
have every reason to be pleased with the 
1916 statement. 

Last year the ore treated totaled 1,- 
892,788 tons, or at a rate of somewhat 
more than 5,000 tons per day. This by 
no means represents the full capacity. 
Alaska Gold’s mill with- an original 
rated capacity of 8,000 tons per diem has 
an actual capacity of approximately 10,- 
000 tons daily. During the month of 
March, 1917, the mill handled an average 
of more than 7,000 tons daily which is 
decidedly the best the company has done 
in any one month. In view of the grade 
of ore proving lower than originally ex-. 
pected a complete change in the mine 
development program was determined 
upon last year. This changed plan en- 
tailed opening up the better grade ore in- 
dicated east of the shaft for the purpose 
of encountering the schist ore body on its 
downward trend and making available a 
larger tonnage of better grade ore to 
mix with the lower grade ore developed 
west of the shaft. Technically this pro- 
cess is known as “sweetening.” While 
this opening up was in process it was 
decided that no effort should be made to 
bring the mill to its maximum capacity. 

Total operating profits for 1916 were 
$451,026 which had they all been appli- 
cable to the securities of the holding 
company would have been equal to 
about twice Alaska Gold’s requirements 
for its bonds and note interest figuring 
the latter at 6% and without including 
sinking funds. The operating com- 
pany has an issue of $3,500,000 bonds of 
which the holding company owns $3,- 
269,000, and $12,000,000 stock, of which 
the holding company owns approxi- 
mately $11,750,000 so that practically all 
of the earnings of the operating com- 
pany are applicable to the securities of 
the holding company. Extensions and 

improvements last year required not only 
earnings in excess of Alaska Gold’s 
fixed charges but the major part of the 
proceeds of the debenture “B” securities 
totaling $1,500,000 which were issued in 
February of 1916. The total of series 
“A” and “B” debentures is now approxi- 
mately $3,000,000 calling for $180,000 
in interest charges annually. 

At the end of 1916, according to Man- 

TABLE II 

ALASKA GOLD’S REPORT FOR THE FIRST 
QUARTER OF 1917 

Operating Results 
Dy MD Gadcswalinscvewss sees 541,093 
Sl WE Sukbic cadsaswncexine $1.207 
SS ee ones 997 
Ett cibieken eek nuh cccuieae ¢ 2102 
Rida eeided eae ceen 81.06% 

Value Recovered ................ $0.997 
Op. Expenses, less Misc. Income. . 0.788 

Total Profit per Ton........... $0.209 

Financial Results 
Revenue: 

Gross Value of Bullion and Con- 
centrates Produced .......... $539,487.68 

Expenses: 
Ore Produc. and Transportation $219,158.31 
NA vex ik sdbaseccadbicens 138,745.24 
Shipping and Smelting Charges. 20,771.54 
Administr’n and Gen. Expenses 26,361.98 

Total Operating Expenses.... $405,037.07 
Add Extraordinary Expense.... 25,710.89 

ME COIN gd acecnccddcne $430,747.96 

Balance Mining Profit.......... $108,739.72 
Add Miscellaneous Income... .. 4,303.32 

Total Operating ee $113,043.04 

ager Thane, the plants of the company.in 
all divisions were entirely complete and 
no new improvements or constructions 
of any nature whatever are contemplated. 
Therefore, there appears to be no need 
for any further financing and none is 
contemplated according to President 
Hayden. The program for 1917 is in- 
dicated by the following remarks by 
Manager Thane: 

“We propose during the coming year 
to carry out the development program 
outlined in the earlier part of this 
report with a view of developing higher 
grade areas of ground to increase the 
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general average of the ore, and at 
the same time mining and milling opera- 
tions will be continued on their present 
basis with such increase in tonnage as may 
be warranted by mine conditions. Broken 
ore in the mine will be decreased to a 
normal of approximately one million tons, 
which is considered sufficient for ordinary 
working conditions, and which is now 
made possible through the completion of 
some of the stopes which can now be 
drawn down.” 

Alaska Gold’s Future 

Summing up our study of the causes 
which led to the decline in Alaska 
Gold’s stock we find the following: 
Through developments and conditions 

which it was impossible to forecast, a 
considerable tonnage of Alaska Gold’s 
ores proved to contain less gross value of 
gold than indicated and it is evident that 
the entire tonnages will average less 
than the original estimate of $1.75 per 
ton. 

There is good grounds for believing, 
however, that last year’s average gross 
recovery of $1.19 per ton and net re- 
covery of $97 per ton represents the 
minimum of recoveries from this point 
on. Pending the new and modified plan 
of development which is now under way 
there is not likely to be much improved 
in recoveries and earnings until Sep- 
tember next. This is borne out by the 
statement for the first quarter of 1917 
(Table 11) which shows earnings at 

about the rate shown for last year. 
When the mine is in shape to furnish 

the better grade of ore to the mill the 
tonnages treated will undoubtedly be in- 
creased. Allowing a $1.45 grade of ore 
as indicated by the most recent engineer’s 
report, a mill run of 9,000 tons a day 
for 360 days in the year and recovery 
of 81% as was the case in 1916 and 
Alaska Gold should be able to earn 
something like $1,250,000 per annum or 
about $1,000,000 after all charges. This 
would be equivalent to approximately 
$1.35 per share equal to 134%% on the 
stock’s par, and about 21% on its market 
price at this writing of 6%. 

Selling below 70 Alaska Gold con- 
vertibles have considerable speculative 
attractiveness. The stock has specula- 
tive possibilities for the long pull. About 
all the bad news seems to be out and 
those who have held the stock until now 
would very likely find, if they should 
dispose of their holdings, that they had 
sold at or near the bottom. It will take 
considerable time for the company to 
work into a better position but there are 
excellent prospects of its being eventu- 
ally able to do that. It is very doubtful 
if the company will ever realize the 
initial high expectations of its. backers, 
but in the next two years it should be 
able to give a much better account of 
itself than in the last two. 



Mining Notes 

Alaska Gold Mines.—Report, year ended 
Dec. 31, 1916, shows 1,892,788 tons of 
ore milled, with an average yield of 97 
cents a ton, making the gross income $l,- 
836,004, a gain of $787,627 over the result of 
the preceding year. After operating - 
penses were accounted for the net yield pe 
ton of ore in 1916 was no more than 238 
cents per ton, against 24.9 cents the preced- 
ing year. Balance sheet, as of Dec. 31, 1916, 
shows a dpe os and loss surplus of $461, 378, 
compared with $356,699 Dec. 31, 1915. The 
1916 ae per ton was 23.828 cents, against 
24.995 cents in 1915. Mine production is 
now closely approximating a rate of 7,500 
tons per day. 

Anaconda Copper.—Reported April pro- 
duction of copper as 29,300,000 pounds, com- 
pared with 31,300,000 in March, 25,000,000 in 
February and 28,250,000 i in January. Report, 
year ended Dec. 31, 19M, shows net profits 
of $50,828,372. Gross income, including 
metal on hand, totaled $150,540,687, com- 
pared with 7,386,809 i in 1915. Sales of cop- 
per, silver, ead and gold amounted to $96,- 
097,709, compared with $61,473,677 in the 
previous year. Surplus for the year of $33,- 
343,997 showed income $25,973, 139 over 1915. 
Total profit and loss surplus amounted to 
$48,395,862. The 1916 net profit of $50,828,- 
372 is equivalent to $21.80 a share earned 
on 2,331,250 shares of capital stock, com- 
— with $7.16 a share earned in 1915. 
alance sheet, as of Dec. 31, 1916, shows 

a profit and loss surplus of $48,395,862, com- 
pared with $15,051,865 Dec. 31, 1915. 

Atlas Copper.—Is averaging one 40-ton 
car of 4% copper ore per week from surface 
openings, according to a dispatch from Mine 
Superintendent R. J. Young. 

Braden Copper.—Report, year ended Dec. 
31, 1916, shows the combined statement of 
earnings of this company and the Braden 
Copper Mines Co. as follows: Gross operat- 
ing revenue, $12,648,111; net operating profit, 
$7,590,455; net income, ‘after taxes, interest, 
miscellaneous charges, $6,287,434. Com- 
bined balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $5, 478, 705. 
Production in 1916 amounted to 42,153, '270, 
and the average net price realized for cop- 
er during the year was 26.35 cents a pound. 

The average net cost was 8.03 cents a pound. 

Butte & Superior.—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
lus ¢ $5,610, 722, compared with $6,237,965 

5. This company’s 1916 net in- 
come a $8,873,446 is equivalent to $30.57 a 
share earned on 290,187 shares of capital 
stock, compared with $33.47 earned on 272,- 
697 shares in 1915. 

Cerro de Pasco Copper.—Report, year 
ended Dec. 31, 1916, shows: Dividends from 
subsidiary companies, $3,670,000; total in- 
come, $3,673,528; net after taxes, expenses 
and interest on bonds, $2,854,216; surplus 
after dividends, $187,552. Balance sheet, as 
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of Dec. 31, 1916, shows a profit and loss 
surplus of $391, 652. The 1916 net income of 
$2,854,216 is Fs ype wr to $4.28 a share 
earned on 666,666 shares of capital stock 
outstanding. 

Chile Copper.—The N. Y. Stock Exchange 
admitted to the list Chile Copper Co., $35. 
000,000 part-paid and full-paid receipts for 
collateral trust receipts 6% convertible 
bonds, Series A, “when issued,” to be traded 
in flat, and that it had admitted to dealings 
Chile Copper Co. rights. 

Consolidated Arizona Smelting.—Report, 
quarter ended March 31, 1917, shows net 
profits of $253,713, compared with $160,479 
a year previously. Production in the period 
amounted to 4,780,000 pounds of copper, 
1,758 ounces of gold and 48,251 ounces of 
silver. In the first three months of the 
previous year 1,681,000 pounds of copper, 
905 ounces of gold and 12,903 ounces of sil- 
ver were turned out. 

Davis-Daly Copper.—In January, Feb- 
ruary and March earned net profits in ex- 
cess of $73,000. Cash on hand amounted to 
over $100,000. Shipments from lower lev- 
els continue to show high grades of cop- 
per ores, assaying from 9% to 16% copper 
and better. The company is planning to 
increase its zinc output as soon as the 
Hibernia claim can be opened up. 

Federal Mining & Smelting.—Reports 
March net earnings, after all deductions, in- 
cluding depreciation, of $151,664 

Hancock Consolidated.— Report, year 
ended Dec. 31, 1916, shows total receipts of 
$875,202 and total disbursements of $771,- 
514, an excess for receipts of $103,687. Dur- 
ing the year the company received $117,016 
in assessments. The company in 1916 pro- 
duced 2,824,934 pounds of refined copper, 
as against 871,124 pounds in 1915. It mar- 
keted 2,690,859 pounds at an average price 
of 28.093 cents per pound. 

Hedley Gold Mining.—Balance sheet, as 
of Ges 31, 1916, shows a profit and loss 
surplus of $443, 687, compared with $435,070 
Dec. 31, 1915. The 1916 net profits are equal 
to $2.07 a share earned on 120,000 shares of 
capital stock, as compared with $3.12 a share 
earned in 1915 

Kennecott Copper.—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss surplus 
of $18,915,228, compared with $6,573,797 
Dec. 31, 1915. The 1916 net income of $27,- 
661,713 is equivalent to $9.92 a share earned 
on 2,786,679 shares of capital stock. The 
company now owns 600,004 shares of the 
Utah Copper Co.; that 404,504 shares have 
been purchased from the Guggenheim Ex- 
ploration Co. at about $75 a share and 
subsequently 195,500 shares at $109.376 a share. 

Nevada Consolidated—Balance sheet, as 
of Dec. 31, 1916, shows a profit and loss 
surplus of '$12,3 3,643, compared with $,- 
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849,556 Dec. 31, 1915. The 1916 surplus after 
charges and depreciation of $15,002,050 is 
equivalent to $7.50 a share earned on l,- 
999.644 shares of capital stock, compared 
with $2.78 a share earned in 1915. 

Nipissing Mines—Reported ore mined 
during March as valued at approximately 
$256,953. During the same period bullion 
from Nipissing and customs ore contained 
an estimated net value of $401,038. The 
high-grade mill treated 117 tons and shipped 
533,561 fine ounces of bullion. The low- 
grade mill treated 6,415 tons. Balance 
sheet, as of Dec. 31, 1916, shows profit and 
loss surplus of $13,139, compared with $7,895 
Dec. 31, 1915. The 1916 net income of $1,- 
805,243 is equivalent to $1.50 a share earned 
on 1,200,000 shares of capital stock. 

Ontario Silver—The shaft, which col- 

lapsed, flooding the workings, has been re- 
timbered and rebuilt and is in good condi- 
tion. The unwatering of the 1,700-foot level 
had permitted operations on new grounds 
and uncovered an ore body 30 feet wide. 

Ray Consolidated.—Reported a production 
of 8,006,843 pounds of copper in March, 
1917, compared with 7,177,898 in February 
and 7,767,663 in January. 

United Verde.—Paid the regular monthly 
dividend of 75 cents and an extra of 75 cents. 
With this payment the company has dis- 
tributed 22 consecutive monthly dividends of 
75 cents and in addition has paid all extras of 
75 cents each. 

Utah Copper.—Produced 15,512,676 Ibs. of 
copper in March, 1917, compared with 13,459,- 
829 in February, and 13,913,811 in January. 

Accurate Information Is Financial Insurance 

‘ls DON’T BE A “SLEEPING INVESTOR” 
Do you recall what happened to the 
Rock Island, New Haven, Missouri Pa- 

cific, Third Avenue and a half a hundred 

other “sleeping” investors? 

They let small losses run into appalling 
losses. 

They did not take the trouble to find 
out, 

HOW ABOUT 

YOUR INVESTMENTS ? 

Haven’t you some stock or bond about which you are not quite certain? 
Your banker or broker has not the time to put on his hat and spend a week or 
even a day in getting the rock-bottom facts. But THE MAGAZINE OF WALL 
STREET has a specially trained force of financial experts whose sole business 
is investment analysis. 

The function of THE MAGAZINE OF WALL STREET’S SPECIAL AN- 
ALYTICAL SERVICE BUREAU is to prepare special and confidential reports 
on securities. Each client receives individual attention—the report he receives 
is compiled especially for him with careful attention to his exact circumstances 
and requirements. 

Write to us and we will quote our price for the services of this department. 
The expense will be trifling—perhaps less than a 2-point decline on 100 shares 
of stock or a $1,000 bond. Special rates for investment lists. 

We may save you thousands of dollars. 

Surely that is cheap financial insurance ! 

WRITE TODAY—NOW 

THE MAGAZINE OF WALL STREET 

SPECIAL ANALYTICAL SERVICE BUREAU 



Mining Inquiries 

Consolidated Arizona 

B. P., Scranton, Pa—Consolidated Arizona 
Smelting has made very satisfactory progress 
during the past year. The stock is as yet 
considerably removed from becoming an es- 
tablished dividend payer. The management 
of the company is working along sound 
lines and the smelting and mining costs have 
been reduced materially in the last year or 
two. Still the company is a high cost pro- 
ducer and it is doubtful if it can show any 
margin or profit at all with copper less than 
4c. or 15c. a pound. The stock must there- 

fore be regarded as in a speculative position, 
since the company is now benefiting from ex- 
traordinary prosperity in the copper industry 
and cannot expect to maintain earnings at 
the present rate indefinitely. As a speculation, 
the stock has possibilities, but we do not 
recommend it under present uncertain market 
conditions. 

Superior Copper 

W. H. M., Chicago; Ill—You would do bet- 
ter to hold Superior Copper than to switch 
into Distillers Securities at this time. The 
stock has been recently depressed because of 
the set-back in copper metal prices, it being 
realized that any considerable decline would 
affect the earnings of the company materially, 
for it is a high cost producer and could not 
make much money on normal copper prices. It 
would not be advisable, however, for you to 
sacrifice the stock now, although we cannot 
encourage you to hope that you will get out 
of it even, unless there are some unexpectedly 
favorable developments. 

Copper Stocks 

M. C., Philadelphia, Pa——The copper stocks 
generally are not in as favorable a market 
position as the steel and equipment issues, 
one factor making against them marketwise, 
the fear that concessions will be made in 
copper prices to the Allies as well as to 
the United States Government, has caused 
considerable liquidation lately of the copper 
stocks. The effect of this liquidation has 
been emphasized because of the fact that the 
coppers were in a more or less vulnerable 
position, since they had recently been the 
favorites among small buyers and were to a 
large extent in the hands of weak holders. 
The decline in these issues, especially in the 
high grade stocks like Chino and Anaconda, 
has been very heavy. These stocks will bear 
watching with a view to purchasing if the 
market situation takes a favorable turn. Just 
now we are advising against fresh commit- 
ments until the atmosphere clears. 

Iron Blossom 

S. A. B., New York.—Iron Blossom is not 
an investment. It is a risky speculation, but 
as a speculation, it has some attractive fea- 

tures. If you are holding the stock as an 
investment, we suggest that you get out of 
it, but if you are willing to assume a certain 
amount of risk, it might be inadvisable for 
you to sell it, especially if you would have to 
do so at a loss. 

Mining Speculation 

S. P. A. Glen Cove, L. I—Under present 
very uncertain market conditions, it is a most 
inopportune time to purchase stocks of as 
highly speculative a character as Butte & De- 
troit, Hargraves or Loraine. Even in a favor- 
able market these stocks would be risky 
speculations. We have not generally been 
recommending any of them. 

Anaconda 

L. B. A., Denver, Colo.—It depends a good 
deal what price you paid for Anaconda Cop- 
per as to whether or not you ought to sell 
it on any further rise. If you paid a higher 
price than now current, which is around a 
share, it would be a good idea for you to 
take advantage of a substantial advance to 
sell. However, if you purchased the stock 
at a lower price than now current and are 
holding it simply as an investment, we recom- 
mend that you keep it for you are receiving 
very handsome dividend returns and Ana- 
conda is probably in a better position than 
most of the copper stocks to continue its 
present dividend, even should there be a big 
drop in copper metal prices. 

St. Joseph Lead 

_ M. S., New Orleans, La—St. Joseph Lead 
is selling on a somewhat speculative level. 
You would do well to get out of the stock 
on any substantial rally. 

Boston & Montana 

M. S., Wellesley, Mass—Boston & Montana 
has some merit, but this company’s mine is a 
largely undeveloped affair. We have not been 
favorably impressed with the very flagrant 
market manipulation of the stock in the past. 
The annual report awakened no enthusiasm. 

American Zinc 

A. N., New York City.—American Zinc 
preferred is certainly protected by a very 
large margin of earnings and there is 
no reason to apprehend that the dividend 
cannot be maintained even under very 
much less favorable conditions. The market 
has more or less ignored this and the stock, we 
believe, is selling unduly low. This is not the 
kind of a stock that it is advisable to lock up 
for a permanent investment; that is, it should 
be watched carefully, for the business which 
the company is engaged in is subject to such 
violent fluctuations that there is practically 
always a certain element of speculation in 
the future. We recommend, however, that 
you hold the stock for the time being. 
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The Other Side of the Oil Question 
Reply to the Article “Inflation in Oil”—Consumption Now 

Exceeds Production—Mexico the Unknown Factor 

By EDGAR D. POUCH 

SY w )N the April 14 issue of THe Mac- 
aT AZINE OF WALL Street there 
Gamo) appeared an interesting article 
=== under heading “Inflation in Oil.” 

While the author handled his subject 
with much ability there are certain ob- 
servations and conclusions with which I 
am unable to concur, for it seems to me 
that a chance reader of the article on Oil 
in your magazine may get a wrong im- 
pression of a very big subject. If the 
charge of “inflation” refers to the price 
of crude oil, it is far from correct; if it 
refers to securities of irresponsible oil 
companies, that is another matter. 

U. S. Petroleum Resources 

In the first place, due importance 
should be attached to the scientific study 

, 

of the petroleum resources of the United 
States. Geologists have honestly sought 
to determine exactly what the exhaustion 
of the petroleum resources are to date, 
showing the present and future supply 
and demand, as near as possible, and 
have also investigated the question of the 
estimated production of the principal oil 
fields in the next decade. 
A very careful analysis of the pe- 

troleum resources of the United States 
was published by the Government print- 
ing office at Washington in 1916, under 
the head of “Document No. 363,” espe- 
cially compiled for the 64th Congress of 
the Senate, by the Consulting Engineer 
of the Bureau of Mines, M. L. Requa. 

Geologists have been “combing” this 
country for oil indications of any and 
every kind, for years and years. The 
Government has kept careful reports of 
drillings (whether successful or unsuc- 
cessful) of different subterranean condi- 
tions that have been proven thereby, 
from which the U. S. Geological Depart- 
ment has been able to estimate, within a 
remarkable degree of accuracy, the 
amount of oil in saturation in certain 
well-defined sands, including thousands 
of acres which have not as yet been 
“drilled up.” From the point of view 

of the producing oil men, many of these 
large tracts cannot be called “proven,” 
but so far as science is concerned, or at 
least the Bureau of Mines, they assume 
that the oil-bearing sands are present, 
and have made their calculations accord- 
ingly, in estimating the total amount of 
possible oil which can be produced in 
this country. 

In the report referred to (compiled in 
1908), a table shows estimated minimum 
and maximum of total yield of petroleum 
fields in the United States, as follows: 

Illinois field 
Mid-Continent field. . 
Gulf field 250,000,000 
California field ... : .5,000,000, 
Minor fields 000,000 

Total ............10,000,000,000 24,500,000,000 

Subiracting from this table the amount 
of oil already taken out of each field, 
would leave the remaining amount re- 
coverable under the poorest conditions, 
as well as under the best conditions. 
This wide discrepancy between minimum 
and maximum is unavoidably due to 
different methods of extracting the oil 
from the sands. Allowance must be 
made for improved methods and scien- 
tific developments, which naturally 
spring into use as the price of crude 
rises. 

In February, 1916, the Geological Sur- 
vey submitted an estimate that 7,600,- 
000,000 barrels of oil remained unpro- 
duced in our fields. What will the de- 
mand be five years from today? 

Mexican Situation 

The Mexican situation in the oil in- 
dustry is now the unknown factor. As 
it appears to me, Mexico is the only 
country that can change the present 
trend of crude oil prices. If Mexico 
were opened up properly, with sufficient 
shipping facilities to carry its present 
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production—without drilling any more 
wells—the price of crude oil would re- 
main fairly stationary, in my judgment. 
If Mexico remains in its present uncer- 
tain condition, and unless the cost of 
water transportation declines consider- 
ably, the price of crude seems certain to 
increase for several years. 

Production versus Consumption 
The Government report of 1908 indi- 

cates an estimated supply in the United 
States for about 28 years, assuming the 
annual consumption remains stationary, 
that is, at 266,000,000 barrels. This, 
however, does not tell the entire story, 
for two reasons: First, because the rate 
of consumption will mot remain station- 
ary, but must inevitably increase. Sec- 
ond, because the decline of production of 
our oil wells is almost impossible to esti- 
mate in advance, being very different for 
different fields. 

If we assume an annual increase of 
5% of the previous year’s production, 
from 1915 to 1925, it would be necessary 
to command a production of 400,000,000 
barrels in 1925, to meet the demands of 
annual consumption. The question is, 
of course, where this enormous supply 
of crude oil must come from each year. 
Mexico may help, as suggested above. 
The present indications, however, of 
early assistance, are not good. 

One of the greatest geologists in our 
country (in an address before scientists 
some months ago) claimed that the pro- 
duction of crude oil in this country ten 
years from now would be half of what 
it is today. These scientists count on 
considerable new development, and are 
not surprised or disappointed when some 
new section has an oil boom. Many of 
these developments are counted on in 
their estimate. Cushing, with its sudden 
spurt, only surprised them in the matter 
of speed—not in total production, over 
a period of several years. 

ecent oil storage statistics show that 
consumption is now exceeding produc- 
tion by 2,000,000 barrels of crude per 
month ; 93,700,000 barrels were in stor- 
age in Eastern and Mid-Continent fields 
on April 1, and in California about 42,- 
000,000 barrels. This is only a five-year 
supply above ground at present, if the 
demand and supply remain stationary. 

Those oil men who constantly talk 
about cheap crude oil are either refiners 
or people who depend on the cheapness 
of oil for their daily bread. In the early 
days of the industry, forty years ago, 
they went through certain scares about 
oil being depleted, but geology then 
had not been developed to the scientific 
basis it has today. The geologist is not 
claiming that the next generation will 
have no oil, but begs them to conserve 
the oil resources of this country intelli- 
gently. 

’ Changed Conditions 
The author of the article mentioned 

has also apparently forgotten the 
changed conditions in the producing 
fields, following closely the dissolution 
of the Standard Oil Company. Some 
time elapsed before the Interstate Com- 
merce Commission passed the laws reg- 
ulating pipe-line companies, all of which 
put the producer in a very different po- 
sition than he had been prior to the 
Standard Oil suit. The Standard Oil 
Company had never needed to control 
more than approximately an eighth of 
the production business of this country, 
in order to assure themselves of a fair 
price for crude oil. They were obviously 
not interested in the speculative end of 
the industry—namely, the production of 
oil. So long as they could control 
transportation, through their pipe-line 
system, they could influence the price of 
crude to a very large extent, that is, for 
shipment to large refining centers. 

I, personally, doubt .very much that 
the activity in the Oklahoma producing 
field would have come as soon as it 
did, by many years, had the Standard 
Oil suit been decided for, instead of 
against the company. Of the four de- 
partments in the oil industry today—the 
producing, transporting, refining, and 
merchandising—the Standard Oil Com- 
pany has the greatest influence (except- 
ing California) in the merchandising, 
= the least influence in the producing 
eld. 
The author has sounded a note of 

warning, which is very commendable, 
and which I approve of thoroughly—in 
connection with irresponsible oil com- 
panies. My complaint is that he has 
used arguments about crude oil which 
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I contend are not based on facts, and 
give a wrong impression of the produc- 
ing end of the oil industry. 

Conservatively Operated Concerns 
The reported statement by Mr. Weller, 

of the Standard Oil Company (which 
appeared in many newspapers last win- 
ter), has a pointed, qualifying clause that 
is worthy of careful thought—“How- 
ever, concerns that have been conserva- 
tively operated will probably, on account 
of the demand, continue to enjoy pros- 
perity during the current year.” No one 
wants an investment in a company that 
is not managed conservatively in the first 
place, and also the “current year” seems 
to be as far as he is willing to prophesy, 
with such a conservative statement. 

If one is interested enough to follow 
the number of new wells drilled each 
month, and also the record of the suc- 
cessful ones each month, comparing 
with the corresponding month of the 
previous year, a great deal can be 
learned. For example, the period of 
1915, as compared with 1916 in the 
Mid-Continent Field, is cited. 

The Cushing pool, which came in so 
suddenly in 1914, and which flooded the 
local Oklahoma market, naturally dis- 
couraged new drilling, because of a pro- 
duction of 300,000 barrels a day. This 
lasted only a few months and dropped 
to under 100,000 barrels a day. The 
following Spring showed the return of 
confidence, to the drillers, and the search 
for a similar Cushing pool has produced 

nothing in the past two years, in spite 
- the almost high record price for crude 
oil. 

One very good point (if true) that 
the author makes compares the refining 
capacity of the country today with sev- 
eral years ago—claiming that it has 
caught up, or now probably exceeds the 
refining requirements of the present 
time, because refined products have not 
advanced nearly as fast as crude oil. 
This remark about prices of refined prod- 
ucts is hardly borne out by the figures 
I have been given, particularly.in lubri- 
cating oils, fuel oils, etc. Refining ca- 
pacity may now more nearly equal pro- 
duction, but no one can claim (it seems 
to me) that it has necessarily caught 
up to the demand of the consumers of 
petroleum products. 

I have sought to give a brief idea of 
the complications of this subject, and 
also to show that if the price of crude 
oil is inflated—what has taken place will 
not be a circumstance to what will take 
place in the next five or ten years, un- 
less science develops a new fuel, which 
can be produced cheaper than the pres- 
ent prices of fuel, of one kind and an- 
other. 

The outcome of peace negotiations 
will not be a factor (in my judgment), 
unless in some mysterious way the cost 
of transportation suddenly returns to 
normal, and unless Mexican oil fields 
are completely opened for thorough ex- 
ploitation. 

GASOLINE GIVING OUT? 

According to William M. Burton, gasoline 
authority of the Standard Oil Company of In- 
diana, gasoline supplies of the United States 
will be exhausted in a year unless measures are 

taken immediately to conserve them. The 1917 

production of gasoline will be 2,500,000,000 gal- 

lons, of which 2,000,000,000 will be for home 

consumption, leaving 500,000,000 gallons for 
export. 

Pity the poor rich man who can travel only 
in an auto. Meanwhile machines go up, keep- 
ing pace with gasoline. Can anyone explain it? 



Oil Notes 

Atlantic Petroleum.—Purchased the hold- 
ings of Curtis & Aiken in the Okmulgee 
(Okla.) pool, consisting of 40 wells and a 
daily production of 400 barrels. The pur- 
chase marks the initial buy of production 
of that company. 

Empire Refining—Montgomery, Clothier 
& Tyler, Kissell, Kinnicutt & Co. and 
Henry L. Doherty & Co., managers of the 
syndicate which underwrote the $7,000,000 
Empire Refining Co. first mortgage and 
collateral trust Reet 6% sinking fund gold 
bonds, due 1927, have sold the entire issue, 
but the syndicate will be kept alive until 
July 1 unless sooner terminated by the man- 
agers, 

Honolulu Consolidated Oil Co.—Report, 
year ended March 31, 1917: The San Fran- 
cisco Chronicle, April 25, 1917, stated that 
this company’s report for the period showed 
production as 1,730,147 barrels, with a value 
of $1,351,179,as compared with $937,220 re- 
ceived from the sale of 1,832,128 barrels the 
previous year. The average price per bar- 
rel was 78.09 cents, as compared with 49.53 
cents for the previous year. The company 
closed the year with a balance of $1,891,719, 
after dividends. 

Indian Refining.—Declared a dividend of 
5%4% on account of accumulated dividends 
on the pfd. stock, payable May 26 to stock 
of record May 10. . 

Ohio Oil.—Five cents a barrel was added 
to the price of oil by this company at its 
general offices in Findlay, O. 

Penn-Wyoming Oil Co., Philadelphia.— 
On April 30, 1917, the company filed notice 
at Dover, Del., of an increase in capital stock 
from $2,000,000 to $5,000,000. 

Pure Oil.—Declared the regular quarterly 
dividend of 6% and an extra of 4%, both 
payable June 1 to stock of record May 15. 

Savoy Oil.—Declared a dividend of 6%, 
payable June 25 to stock of record June 11. 
The previous dividends were 1% and 1% 
extra, declared Nov. 30, 1916. 

Sinclair Gulf—A deep oil-bearing sand 
has been found on this company’s acreage in 
the Healdton field, Okla. According to Sin- 
clair Gulf representatives in the field, a well 
has been brought in on the Holman property 
which is good for 400 barrels a day. On this 
same property four other wells are produc- 
ing from the regular Healdton sand. 
On May 1, 1917, the Wall Street Journal 
stated that an oil well, which was brought 
in on this company’s acreage with an origi- 
nal flow of 20,000,000 cubic feet of gas daily, 
had been deepened and has a natural flow of 
500 barrels of oil daily. This well is in a 
5,000-acre tract on the Damon-Mound prop- 
erty, Texas. Sinclair Gulf has a half inter- 
est in the property, which is near the site 
on which the corporation will build a large 
refinery. On account of its location and size 
the new well is regarded as of special im- 
portance. 

Standard Oil of Indiana—Declared the 
regular quarterly dividend of 3% and an 
extra of 3%, the same as three months pre- 
viously. The company has advanced the 
price of gasoline 1 cent a gallon throughout 
all its territory. Refined oil was advanced 
Y% cent a gallon. 

Standard Oil of N. Y.—Balance sheet, as 
of Dec. 31, 1916, shows a profit and loss 
surplus of $68,635,573, compared with $26,- 
463,254 Dec. 31, 1915. The 1916 net earnings 
of $36,638,495 is equivalent to $48.85 a share 
earned on 750,000 shares of capital stock, 
compared with $21 a share earned in 1915. 
Texas Co—On May 1, 1917, the New 

York Stock Exchange announced that it 
had stricken from the list this company’s 
oe subscription receipts for capital 
stock. 

LITERALLY SPEAKING 

A prominent commission house recently sent out a letter on the general 

situation in the commodity markets. In it they advanced the opinion that the 

food-hoarding movement that followed the declaration of war with Germany 
had about run its course, and that the public was fairly well stocked with sup- 

plies. They therefore predicted a decrease in demand for all commodities in 
the near future. Especially, declared the letter, would this be true with regard 

to canned goods, because approaching new crops would soon make fresh fruits 
and vegetables available. 
following telegram; 

A few days later the commission house received the 

“Think your commodity dope excellent. Sell me short two cans beans, one 
can corn, one can tripe.”—Wall Street Journal. 
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Oil Inquiries 

Texas Co. 

W. C. A., Bridgeport, Conn.—Texas Co. is 
a stock which has wonderful possibilities as 
a long pull proposition, but the oil industry, 
as you know, is subject to violent changes 
from periods of prosperity to periods of de- 
pression. Since we have had such a prolonged 
boom, it would be entirely contrary to pre- 
cedent if there was not a more or less violent 
change in the opposite direction sooner or 
later. In the next period of depression for 
the oil industry, Texas Co. should prove an 
excellent purchase to hold for speculation and 
investment. 

Cosden & Co. 
J. T., Jamestown, N. Y.—Cosden & Com- 

pany has slumped recently in sympathy with 
the general set-back in prices of oil stocks. 
The reason for its decline is technical rather 
than because of any unfavorable development 
in the commercial side of the company’s af- 
fairs, although the stock undoubtedly felt the 
influence of selling due to the issue of the 
Federal Trade Commission’s report on the 
oil industry, which report claimed that gaso- 
line prices were held at artificially high levels 
and indicated that steps may be taken by the 
Government to regulate prices. Of course, 
a company like Cosden, with its very large 
earnings on capital invested, would feel seri- 
ously the effects of any excess profits taxa- 
tion, but, provided the present rate of earn- 
ings is maintained, a tax of 25% should not 
interfere at all with the continuation of divi- 
dends other things remaining equal. 

To our minds, this is a time for caution 
in the purchase or holding of practically all 
oil stocks, because, notwithstanding the gen- 
erally bright outlook for a continuation of 
prosperity in the oil industry resulting from 
high prices and big demand, there is the pos- 
sibility of a reversal in the situation. His- 
tory affords no precedent in the oil industry 
of a sustained boom that has not been fol- 
lowed by a more or less serious depression 
and we do not think the present boom will 
be an exception. 

Midwest Refining 

A. S. W., New York City—The Midwest 
Refining Co. is capitalized for $20,000,000.° 
This company has very large resources and 
is a substantial and efficient organization in 
every way. Its earnings last year equalled 
about 50% on the outstanding stock, or ap- 
proximately $10,000,000. The company owns 
a large modern refinery at Casper, Wyoming, 
and controls the refining facilities of the 
Greybull Refining Co. at Greybull. It is also 
a producer of oil in the Wyoming fields on 
an extensive scale and owns some very valu- 
able proven properties, which it is estimated 
have a large potential production. 

Regarding the expansion of the company, 
the President, H. N. Blackmer, in submitting 
the annual report to the shareholders, makes 
the following statement: 

“The Midwest Refining Co. has acquired 
$8,000,000 of the common stock of the Grey- 
bull Refining Co. (being the entire amount of 
the common stock issued), and $1,200,000 of 
the preferred stock of that company, leaving 
outstanding $800,000 of the preferred stock, 
retirable at the option of the company at 110. 
The above stock was paid for partly in cash, 
and partly in Treasury Stock of the com- 
pany. The Greybull Refining Co. balance 
sheet is also submitted herewith for your in- 
formation. 
“During the year the company has increased 

its refinery capacity at both Casper and Grey- 
bull. The oil production controlled by the 
company has been increased in the various 
fields in which we are interested. We have 
also secured leases and stock ownership in 
other producing properties in the newly- 
developed Big Muddy oil fields, eighteen 
miles from our refinery at Casper.” 

The recent advance in the stock has been 
accompanied by a report that control has been 
acquired by Standard Oil interests, or people 
identified with the Standard Oil organization. 
The stock of the company has been placed in 
a voting trust and it is thought that the trus- 
tees represent the Standard Oil interests. If 
that is the case, the effect on the stock should 
be very favorable since the Standard Oil con- 
trol would mean the development of the com- 
pany by Standard Oil methods. 

While Midwest Refining has big possibili- 
ties over a period of years, we do not recom- 
mend the stock either as a speculation or an 
investment at this time, for if anything occurs 
in the near future to mar the present pros- 
perity in the oil industry, the price would 
probably go a great deal lower. 

Three Oils 
M. V. Elmhurst, L. I1—Alpha Oil & Gas 

Co. was incorporated on December 26, 1916, 
in Delaware, with a capital of $500,000 to ac- 
quire and develop oil and gas lands. We 
know of nothing more important than the in- 
corporation of the company. 

Kenova Oil is a prospect and one of very 
little merit, so far as we can learn. It is sup- 
posed to have acquired leases in Kentucky, 
near proven oil territory. 

American Ventura is reported to own 420 
acres, near the Moor Park, California, sec- 
tion. It is stated that the company-is produc- 
ing oil from one well and has complete equip- 
ment for further operation on the property. 
There is nothing about the company to grow 
enthusiastic over, 

Wayland Oil & Gas 

M. S. T., Baltimore, Md.—Wayland Oil & 
Gas has been a very disappointing proposition 
and while it is possible that this company will 
be able to increase its production and its earn- 
ings by the bringing in of new oil wells in 
the near future, such a development is by no 
means certain. We do not favor the purchase 
or holding of the stock. 
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Unlisted Security Notes 

Aetna Explosives.—Receivers of this com- 
pany were authorized by Judge Mayer, of 
the Fed. Dist. Court at N. Y., to deliver the 
munitions that have been finished so that 
they could receive payment and thus be pro- 
vided with money to carry on the business. 
American Brass—Declared the regular 

quarterly dividend’ of 14% and an extra 
dividend of 11%, both payable May 15 to 
stock of record April 30. Three months pre- 
viously the same amount was declared. 

American Chicle—Report, year ended 
Dec. 31, 1916, shows: Gross profits, $727,- 
527, against $548,934 in 1915; net profits, 
567,445, contrasted with $413,769 in 1916 
he balance sheet as of Dec. 31, 1916, shows 

cash, $297,108; notes and accounts receiv- 
able, $600,969; investments, $1,369,494; notes 
and accounts payable, $985,486; profit and 
loss surplus, 046, and total assets and 
liabilities, $14,706,089. 
American Molasses.—Filed notice at Al- 

bany, N. Y., of an increase in capital stock 
from $600,000 to $3,500,000. 
Booth Fisheries.—The board of directors 

will recommend to the common stockhold- 
ers of record April 30 that, at a special meet- 
ing of the common stockholders, to be held 
May 2, they shall change the number and 
par value of the authorized common stock 
shares from 100,000 shares, par value $100 
each, to 500,000 shares of no par value. 

Borden’s Farm Products.—After May 1 
will take over the business handled by the 
farm products department of the old com- 
pany. This includes the business in fluid 
milk, cream, butter, eggs and the wagon 
business of the Borden organization. 

Canadian Fairbanks-Morse.—Report, year 
ended Dec. 31, 1916, shows profits, after 
providing for depreciation of plant and 
special equipment, and after providing for 
taxes payable under the business profits war 
tax act in respect of profits for the years 
1915 and 1916, were $636,629, and the sur- 
plus carried over from 1915, $697,836, mak- 
ing $1,334,466 available for allotment. From 
this was paid preference dividends, $45,000; 
common dividends, $160,000, and the surplus 
was carried forward of $1,129,466. 
Canada Steamship Lines.—The new Brit- 

ish order requisitioning all vessels under the 
British flag will not have any material effect 
upon the earnings of this company. Nine- 
tenths of the fleet are under charter of the 
French Government and are not available 
until February, 1918, at the earliest. 
Carwen Steel Tool.—Declared the regular 

quarterly dividend of 2% and an extra of 
%, hag payable May 10 to stock of record 
ay 1. 

Curtiss Aeroplane & Motor.—Received 
another large order from the British Govern- 
ment. A deal is one for a $50,000,000 order 
from the United States Government. 

Dow Chemical—Declared the regular 
quarterly dividend of 134% and an extra of 
644% on the common stock, payable May 
15 to stock of record May 5. 

Hercules Powder.—Three months ended 
March 31 shows earnings of: Gross, $13,- 
548,610; net, $1,858,938, and a surplus of 
$1,765,312. The surplus of $1,765,312 is 
equivalent to $24.68 a share earned during 
the quarter on 71,500 shares of common 
stock, compared with $67.80 a share earned 
in 1916. alance sheet, as of March 31, 
1917, shows a profit and loss surplus of 
$12,931,248, compared with $9,453,173 March 
31, 1916. 

International Salt.—After deducting all 
charges for operation and depletion, the 
combined gross earnings of the subsidiary 
companies were $1,034,681. After payment 
of interest on all bonds and notes and the 
proportion of earnings due on the stock of 
subsidiaries held by others, the net profits 
were $667,439, which equals 11% on the 
$6,077,130 par value of capital stock out- 
standing. 

Olaa OM, year ended Dec. 31, 
1916, shows a profit on the year’s crop of 
$538,446. Other receipts, together with bal- 
ance carried over from the previous year, 
total $676,589. The —— closed the year 
with a balance of $22 228, after meeting 
dividends, labor bonus and bond-sinking re- 
quirements. Dividends paid (the first re- 
ceived by the stockholders) for the year 
were $242,751.40, approximately $1 per dere 
on the 250,000 shares. 

Otis Co.—Declared an extra dividend of 
10%, in addition to the regular semi-annual 
dividend of 5%, payable May 1 to stock of 
record April 25. 

Republic Motor Truck.—Unfilled orders 
on hand are for more than 6,000 trucks. 

teres f Carburetor.—Gross sales, first 
easter of 1917, were $413,000, an increase of 
5% over a year proveasy. Net profits for 

the same period were $89,500, an increase of 
42% over the March quarter of 1916. 

United States Playing Card.—Filed notice 
at Columbus, O., of an increase in capital 
stock from $1,000 to $3,600,000. 

_ Wright-Martin.—Better production is be- 
ing secured at this company’s plant, and 
there are indications that the production of 
Hispano-Suiza motors will be between 40 
and 50 during May. The 21st and 22d His- 
pano-Suiza motors produced have been ac- 
cepted by the French Government, . which 
placed an order for 450 with the company. 
The 23rd and 24th motors are on the testing 
blocks. The company is producing an aver- 
age of one Simplex motor car a day. The 
company has taken an order for 16 aero- 
planes for the United States Government. 
A comprehensive plan for financing and re- 
organizing the company is under discussion. 
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TOPICS FOR TRADERS 

War, Peace and Prices 
What Happened in the Stock Market During Previous Wars 

in Our History and the Readjustments Which Took 
Place with the Return of Peace 

By THOS. L. SEXSMITH 

N the earlier copy books at school 
there appeared a familiar text, 
“In times of peace prepare for 
war.” It was accepted as a mat- 

ter of course and the gospel of prepared- 
ness so tritely expressed by that homely 
phrase was adopted and applied to all 
the ordinary demands of life. Exis- 
tence itself implies warfare, and when 
things are breaking good for the indi- 
vidual, if he be a prudent man, and es- 
pecially if. schooled in experience, he 
will prepare for the coming of the evil 
day. 

Individually, the people of the United 
States believe and have always be- 
lieved in the principle of preparedness. 
The first desire of the immigrant to 
this country, after he has established 
himself and begins to raise a family, is 
to see that his children receive the 
advantages of an education which will 
fit them for successful careers. Prep- 
aration through education is the high- 
est possible application of the prin- 
ciple. 
Whatever the reason may have been 

for the lapse, this country until quite 
recently could not bring itself squarely 
to the task of making adequate prep- 
aration for the emergency of war. For 
over two years we looked war straight 
in the face, and never as much as rolled 
back our shirt sleeves as a sign that we 
understood the most elemental of the 
preliminaries of battle. 

There are those who maintain, with 
a great deal of warmth, that the prin- 
ciple reason that the nation is now in 
a state of war is to be found in the 
very fact that we did not start to roll 
up our sleeves years ago, and by so 
doing. Serve due notice on all who 

might feel inclined to encroach upon 
our rights on land or on sea that we 
were amply prepared and perfectly 
willing, if the issue was to be raised, 

to protect with all necessary force, 
any infringement on our honor or our 
rights. The question is one for debate. 
The fact is that we did not prepare for 
war neither in times of piping peace, 
nor even in those times which threat- 
ened war, and we are at last at war, 

and likely to get into it well up to our 
precious necks before the unpleasant- 
ness is happily concluded. 

Now, this article has nothing to do 
with preparedness in the military 
sense of the term. We can well leave 
that to those who are eminently quali- 
fied to take care of the exacting de- 
mands of the situation. It is written 
for those who are interested in the 
stock market, and who for more or 
less selfish reasons, granted, wish to 
prepare themselves for such changes 
as the progress of the war, and the 
final re-establishment of the blessing 
of world-peace, may be expected to 
bring about. — 

What Happened in the Past 

How shall we prepare for the 
peculiar investment and speculative 
situation which is partly the result of 
our entrance in the war, and how shall 
we prepare, also, for the coming of 
peace? How else except through the 
exercise of intelligent review and re- 
search into the history of the past, 
comparing conditions as we find them 
today, modified and expanded as they 
are by the unprecedented situation of 
the present, with those known to have 
existed at other times when the na- 
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tion was at war, endeavoring from 
such comparison and examination to 
map out a course of action which may 
lead to the conservation of funds al- 
ready possessed and to possible profit? 
Fortunately we have in the stock mar- 
ket records of the past something 
definite to go by, something concrete 
from which to draw conclusions. 

It is hardly practical to go further 
back than the Civil War period for com- 
parison. In many respects conditions 
prevailing then have their counter- 
parts in the present situation, when due 
allowance is made for the vast change 
which has taken place in all lines of ac- 
tivity since that time. Of course, no two 
periods in history are exactly alike, no 
more than are any two movements in the 
market equal in all respects. But his- 
tory, as the saying goes, has a way of 
repeating itself, and this is also true 
of the stock market. Studying con- 
ditions, we look for points of similarity 
between the past and present and base 
our predictions for the future upon 
that which our study yields. There is 
nothing absolute in the results ob- 
tained from comparative study of this 
kind, but it is of value, nevertheless. 

Conditions Prior to Civil War 

The ten year period which preceded 
the opening of the Civil War, in 1861, 
was marked by one of the traditional 
booms in the first half of the period 
and by the inevitable depression in the 
following half. The depression in 
business lasted about four years, and 
while there was some upward move- 
ment in stocks in the early part of the 
year 1857, there was steady liquidation 
thereafter until 1858. A panic occurred 
in the latter part of 1857, and long 
after the stock market had succeeded 
in adjusting itself to the changed con- 
ditions and had absorbed and digested 
all offerings of stocks at the lowered 
price levels, declining prices continued 
to be the rule for the products of 
farm, mill, mine and factory, and 
business generally went steadily from 
bad to worse. It was this period of 
abject dullness and discouragement 
which marked the end of the depres- 
sion, although stirring events were 

soon to take place. In 1860 a small 
improvement began, but like nearly all 
the first such to follow a period of 
hard times, it was short lived. 

Semi-Panic Late in 1860 

President Lincoln was elected in 
November, 1860, and immediately 
thereafter the situation became tense. 
Within one month’s time stocks de- 
clined between $7 and $16 per share, 
and for the first time in its history the 
New York Clearing House was com- 
pelled to issue loan certificates to the 
amount of $7,375,000 in order to carry 
the banks through the monetary 
stringency. 
When it was seen that after all the 

country was not going head on to 
utter ruin, a rally occurred in Decem- 
ber, after which there was another de- 
cline into April, when the first shot of 
the war, fired on Fort Sumter, 
brought on a sudden semi-panic which 
marked the lowest prices to be seen in 
stock market from that time until the 
present. 

From the low prices established in 
the sharp break of April the course of 
average prices was almost continu- 
ously upward for more than three 
years. The real bull market in stocks 
did not begin in earnest until 1862, the 
previous year being used largely in 
making the necessary accumulative 
preparation for the bull movement. 
The passage of a genuine protective 
tariff on March 2, 1861, proved a great 
help towards prosperity, but it was 
undoubtedly the stimulus of the ex- 
traordinary war demand for all kinds of 
foodstuffs, manufactured articles and 
munitions which made the great “war 
boom” possible. 

New Money Helps the “War Boom” 
An effective impetus to the general 

upward movement of prices was given 
by the government’s issue of $431,000,- 
000 in greenbacks and the expansion 
of paper money from $207,000,000 in 
1860 to $833,719,000 in 1864. Business 
in all lines was active and everybody 
not fighting at the front made money. 
In Wall Street and in manufacturing 
lines, in government contracts and in YS a ee ae a 
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commissions vast fortunes, vast in 
standards of wealth of the day, were 
piled up by thousands of people. 

“Top” of Boom Is Reached 
Then something cracked. Unheard 

of amounts had been devoted to specu- 
lation, and the banks of New York 
were forced to resort, for the third 
time, to loan certificates issued 
through the Clearing House, $11,471,- 
000 being issued during November, 
1863 to relieve the heavy strain on 
credit. The top of the boom was near 
when it became necessary to thus 
artificially sustain the dizzy pace of 
business. It arrived duly in April, 
1864, although some issues sold still 
higher later in the year. 

The “bull move” during the Civil 
War was one of the largest in the his- 
tory of our markets. A_ selected 
group of road stocks advanced over 
100 points from April, 1861 to April, 
1864, on average, and there were in- 
dividual stocks which had attracted 
large speculative followings which 
went up from 100 to 189 points. Trad- 
ing in stocks in those days was in modest 
volume compared with the daily turn- 
over of the present. One hundred shares 
then constituted a good sized lot. 

Some Record Prices in 1864 

The extraordinary demand for an- 
thracite coal made it possible for the 
influential people interested in Dela- 
ware & Hudson R. R. (which on ex- 
tensive selling largely for the short 
account broke sharply to $106% on 
the day this article is being written) 
to bull it up to $254 the share. It has 
never since sold as high, and Erie, 
which in 1864 sold up to $126, through- 
out all its rather unique career has 
never again reached its Civil War 
figures. Reading, another anthracite 

stock which at present is under con- 
siderable pressure, sold as high as $165 
in 1864, which compares favorably 
with its current price, on the new basis 
of par valuation, $180, considering the 
great increase in value which has ac- 
crued to its coal holdings, the increase 
in wealth along its territory and its 
vastly enhanced earning power. 

The crash of 1864 began with the 
failure of Anthony W. Morse, who was 
charged with the responsibility for 
having manipulated the price of Fort 
Wayne stock from $82% in January to 
$152% in April. In May, after the 
failure of its sponsor, it gave the dis- 
tressing exhibition of dropping sheer- 
ly to $47%. The general market held 
up fairly well in the face of the per- 
formance in Fort Wayne, but in June 
good, bad and indifferent stocks alike 
started on the toboggan and they were 
never effectually checked in their 
downward course until the Spring of 
1865. However, the downward trend 
of prices, begun in 1864, continued 
until 1877, practically thirteen years. 
Short bull movements interrupted the 
main trend from time to time, but 
each recurring downward movement 
carried prices on average lower than 
the previous decline. 

No “Peace Boom” in 1866 

No “peace boom” immediately fol- 
lowed the close of the Civil War. 
There were some sharp rallies in the 
market, but that was all. The entire 
country, North and South, had been 
pretty well exhausted by the long and 
cruel war. A million men came back 
from the armies to peaceful pursuits. 
Demand for ships, arms, munitions 
and equipment and supplies of all 
kinds fell off to a small part of the 
huge requirements of war times, and 
this, of course, helped along the de- 
cline in stocks. There was nothing on 
which to base a bullish movement. The 
large paper money circulation was 
gradually reduced, over $150,000,000 
being retired between 1865 and 1868. 

From the close of the Civil War the 
stock market did not see another bull 
market worthy of the name until the 
period from 1877 to 1881, when another 
large upward movement took place. 
It had required the better part of the 
intervening thirteen years for the 
country to complete the recovery from 
the effects of the war strain. The re- 
covery was gradual and business 
throughout the period showed an un- 
mistakable tendency towards im- 
provement. 
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When the war with Spain was de- 
clared in 1898, economic conditions 
bore some similarity to those prevail- 
ing prior to the opening of the Civil 
War. For several years the low tariff 
policy had been in force, and as is 
usual at such times, manufacturing 
was at a low ebb. In July, 1897, how- 
ever, the Dingley high tariff bill was 
passed, and at once improvement in 
the business and market situation took 
place. 

The War with Spain 
Declaration of war against Spain 

was the excuse for a sharp reaction, 
but it is probable that this quick de- 
cline, with its equally rapid recovery, 
was but the completion of the accu- 
mulative tactics often used by in- 
fluential market interests. Prices 
boomed throughout the war, the first 
set-back coming with the death of 
Roswell P. Flower, an ex-Governor 
of the State of New York, who was a 
age in the stock market of his day. 

r. Flower’s death occurred in May, 
1899, and it caused a sensational de- 
cline in stocks, and put many large and 
small speculators out of business for 
ears. The syndicate controlled by 
-Governor Flower had been able to 

advance Brooklyn Rapid Transit to 
the record price of $137 and People’s 
gas was up to $129%. On his death 
the former crashed down 76 points and 
the latter, 28%. 

By the latter part of 1899, the 
stimulus to business, partly due to the 
war demand and partly to other 
causes, had been removed and there 
was a considerable slowing up. But 
the two set-backs of this year, one in 
the Spring, on the collapse of the 
Flower syndicate, and another in the 
Fall, on the British scarce over de- 
feats by the Boers in South Africa, 
did nothing more than check for a time 
the great advance which did not 
finally end until 1902, the crash com- 
ing in the following year, with the 

. celebrated “undigested securities 
panic” of 1903. 

* The market history during and after 
the Spanish-American war is of little 
value for present comparison. It 

endorses the important effect which 
war has upon the stock market, and 
bears out the theory that the outbreak 
of actual warfare is a bullish influence. 
The reasons, therefore, are entirely 
obvious. But it throws little light on 
the question of whether or not another 
boom is to follow the signing of peace. 

The European War 
Readers are no doubt familiar with 

the conditions which prevailed at the 
beginning of the great European war 
in 1914. This country was at the time 
just about ready to immerge from a 
period of economic depression which 
had obtained for four or five years, and 
the stock market had been declining, 
in the main, since 1909. It was not 
long after the beginning of the war 
that the urgent needs of Europe for 
our raw materials, manufacturers, 
foodstuffs and munitions began to 
stimulate business and expansion to an 
unprecedented degree, and the boom in 
stocks, which took place in 1915 and 
again in 1916, particularly in the indus- 
trial issues, was one of the most not- 
able in market history. 

The Present Situation 

Late in 1916, and early in the pres- 
ent year, the market suffered a sharp 
set-back, although business generally 
and demand for all kinds of products 
have experienced no let up, and in 
many lines the demand is greater than 
ever before. With the active partici- 
pation of this country in the war on 
the side of the Allies, precedent is 
strongly in favor of the probability of 
a boom in business and the stock mar- 
ket. There can be no doubt that the 
abnormal stimulus which war require- 
ments gives to demand for practically 
all kinds of products is already making 
itself felt, and the huge production of 
the past two years, which established 
entirely new record figures, bids fair 
soon to be far exceeded. Of. course, 
there is the offset of undoubtedly 
smaller profits in proportion to the 
amount of the actual turn-over, on ac- 
count of the new policy of government 
price fixing. Yet it must not be forgot- 
ten that doing business on smaller 
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profit percentages is but one of: the 
characteristic features of the later 
period of an era of prosperous times. 
The proposed excess profits tax is an- 
other factor in the way of a “war 
boom” at this time, but that of itself, un- 
less excessive in rate to the point of 
being confiscatory, would not be suffi- 
cient reason for the abandonment of 
the project of an upward movement in 
the market, which would normally fol- 
low in response to the stimulation of 
new war business. 

In the past two years there has, 
however, been two exceptional bullish 
movements in stocks, and one really 
important reaction. An extensive dis- 
tribution of securities took place dur- 
ing these two movements, and it is a 
serious question if sufficient time has 
since elapsed to allow for a satisfac- 
tory digestion of that huge distribu- 

tion of securities to the public. The 
time has been exceedingly short, con- 
sidering the vast volume of shares 
which have changed ownership during 
the two years. A great bull movement 
may be made in six months or less, 
but it might require six years to get 
over it! It is really a certain type of 
dissipation. 

A Peace Boom? 

Whether a “peace boom” will follow 
the ending of the war may depend 
largely upon how long the war lasts, 
and whether or not another “war 
boom” results from the actual partici- 
pation of the United States. If we 
were to see another upward movement 
in the stock market during the dura- 
tion of the war, the chances would be 
very much against a “peace boom” 
afterwards. Bull markets may not be 
too closely piled one on the other. 

BRITISH RAILROAD REGULATION 

Commenting upon Mr. Ivy Lee’s article “What's the Matter With the Railroads” which 
appeared in the March 31 issue of THE MAGAZINE OF WALL STREET, Sir Robert Perks, 
writing from London under the date of April 18 makes the following interesting observations: 

“Although a very large amount of American Railroad stock has been sold to the United 
States within the last two years, yet at the same time British investments in your railroad 
stocks and bonds are still enormous. 

“We think that you might possibly take a leaf out of our book with reference to your 
railway passenger rates. In this country, and indeed in most other countries, where Charters 
are granted for railroad construction, the maximum rates chargeable for passenger and 
freight purposes are clearly stated. So far as passenger rates are concerned the Companies 
have absolute authority, without any interference or restriction by Public Boards, to charge 
any rate they think proper to passengers travelling on their roads, provided the maximum 
figure authorized by the Charter is not exceeded. 

“For example, our Underground Electric roads operating in London which are held to 
such a large extent by American investors, are today rging a sum far below the maximum 
rate which they are entitled to charge, and which in my judgment, and that of many other 
people, they ought to charge. 

“An additional charge of half a cent per passenger on these rates, which the a oot would 
readily pay, and which the railroads have power to charge, would convert an undertakin 
which at present pays nothing at all w = a capital of $25,000,000 into a 5% property. A 
cannot, however, blame the Public Authorities in this case. Our proprietors have themselves 
alone to blame. 

“With reference to our freight charges—our Parliament has of late years broken the bar- 
gain, which was made with the proprietors, by prohibiting any variation of freight rates 
without the consent of the Railway Commissioners, so that so far as goods traffic is con- 
cerned, we seem here to be very much in the same condition as you are in America with the 
control of the Interstate Commerce Commission. 

“Mr. Ivy Lee puts his finger upon one of the weakest points in connection with your 
Government’s policy and ours on this subject. _It is manifest that unless investors in way 
properties are permitted to make a reasonable profit, no more capital will be found for rail- 
way construction. The whole burden would in that event fall upon the Public Taxpayers, 
for it is manifest that railways must be built somehow or another. 

“I am, my dear Sir, 

“Yours faithfully, R. W. PERKS.” 
(Sir Robert Perks) 

Semen er 



Observations 
By J. S. COHEN 

N a stated morning any time 
during the year two brokers in 

pau different sections of the city may 
arise at the same time, eat the 

same breakfast amid identical surround- 
ings, read the same newspapers and reach 
their respective offices at the same time, 
but there the similarity ends. Jones, by 
reason of his morning’s observations in 
the newspapers, has become decidedly 
bullish and believes the market is a good 
buy. While Brown, who has not missed 
reading anything Jones had access to, 
enters the door marked “Private” con- 
vinced that everything is going to pieces. 
Both are right—that is, sometime or 
other—but on the particular day we have 
had the two prophets shadowed, the mar- 
ket chooses to move within a range of 
from three-eights to one-half a point, and 
the “net change” column at the end of 
the day looks like a drawn game of “‘tick- 
tack-too.” 

Ther. again—with nothing especially 
in the air, 75 per cent. of the Joneses 
may come downtown one morning 
against only 25 per cent of the Browns, 
with the usual result that the greater 
percentage carries the floor. 

The old theory that a conclusion must 
be based upon indisputable premises 
holds good even here. The Browns and 
Joneses must necessarily act in accord- 
ance with their opinion and judgment, 
for if one thinks and believes the market 
will go up but buys not a share, while 
the other, willing to back up his bearish 
belief, sells a few hundred shares—the 
bears have it. 

* * * 

The Chart Trader 

Very often the chart trader shows 
you by incontrovertible figures, lines, 
diagrams and squares that a certain 
stock by virtue of its peculiar but sig- 
nificant gyrations during the past thirty-. 
seven days, is now positively due for a 
move either up or down. He proves it 
to you in so many different ways that 
you wonder why he has not amassed 
a fortune with all that wonderful skill 

and knowledge at his command. How- 
ever, a few weeks later, you happen to 
stumble on the same chart trader and 
you realize that not being as clever as 
he was, you have saved quite a sum of 
money. 

* * * 

Genius 

The man who always makes money in 
Wall Street is to be found in every 
broker’s office. He has had all the worth 
while tips—has figured everything out 
in advance, that is, he tells you he did— 
after the move is over. This specimen 
is a very clever fellow! He admits it! 
All inside information is submitted to 
him before it is passed on to Mr. Mor- 
gan and Mr. Vanderlip. Of course, 
everything is strictly “under your hat,” 
“below your belt” or “sub-rosa” to not 
more than ten or fifteen impressed lis- 
teners a day. The wonder of it is that 
this financial genius, with Blue Book 
and Who’s Who connections, goes. back 
to his retail hardware store in due 
course and Wall Street has lost another 
jewel. 

* * * 

Why His Hair Turns Gray 

The famous order, “Please sell my hun- 
dred Steel at the high price today,” 
stands alongside of the letter received 
by a brokerage house from a man out 
West: 

“Gentlemen: Enclosed please find my 
note for $250 against which please buy 
for my account 400 shares of Reading. 
If this is not sufficient margin let me 
know and I will try to send you $50 in 
cash.” 
A lady evidently wishing to get real 

value for her money, once wrote, in- 
dicating her desire to buy something 
“about par.” Another requested advice 
as to what stock to buy, and also what 
else to buy with the profit she was going 
to make on the entire transaction. And 
then some people wonder why a brok- 
er’s hair turns gray early in life—or 
sometimes he is left with no hair at all! 
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Market Averages 

COMBINE D AVERAGES OF FIFTY R.R.& INDUSTRIAL STOCKS 
‘3 1 ‘4 S 19ié6 91 

MARKET STATISTICS Breadth 
Dow Jones Avgs. 50 Stocks (No. 

20 Inds. 20 Rails High Low Total Sales Issues) 

Monday, April 23....... 90.96 96.58 80.31 79.57 375,200 205 
Tuesday, i = 90.66 96.26 80.48 79.67 403,200 194 
Wednestay, “ 98....00 92.98 97.40 81.57 80.34 967,400 215 
Thursday, a 93.06 97.90 82.44 81.31 958,600 211 
Friday, — 93.10 97.61 82.18 81.34 560,400 211 
Saturday, 7 isesve 92.65 96.75 81.67 81.01 272,900 164 
Monday, 7.» Qivesetes 93.23 96.80 81.62 80.99 307,500 174 
Tuesday, Be -Besaccee 93.43 96.17 82.02 81.13 490,100 192 
Wednesday, “ 2....... 92.48 95.35 81.99 80.57 433,100 196 
Thursday, ~  Measeese 90.98 93.39 79.94 78.68 909,100 233 
Friday, ~~ Gisasees 90.45 92.13 79Al 78.23 561,100 211 
Saturday, W Bigaawes 90.20 91.74 78.66 77.89 280,900 201 
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Submarines and Cotton 
By RICHARD S. SLATER 

UST as the cotton market had ar- 
rived at the conclusion that in- 
stead of the great increase in 
cotton acreage that at one time 

was so confidently predicted there will be 
a material decrease, came a_ sudden 
awakening to a realization that the sub- 
marine menace had a direct bearing on 
cotton values. 

The war is the one big thing in the 
world today. War is the world’s busi- 
ness at the present time, and all other 
businesses are but minor matters—to: be 
ruined entirely if that in any way will 
help along the main affair. When asked 
a leading question concerning the war 
the other evening Ambassador Gerard 
answered simply “I am no _ fortufhe 
teller.” Yet to intelligently manage his 
business affairs at the present time every 
business man in the world must guess as 
to what are to be the developments in 
the realm of big business—which today 
is war. A man’s past experience, 
his knowledge of crop conditions, of 
trade statistics, and all that in normal 
times makes for the business knowledge 
that spells success, is as useless as the 
dews that fell in the Garden of Eden 
are to this spring’s crops. Perhaps in 
some way those dews are helping these 
crops, perhaps in some way the cotton 
man’s experience may serve some good 
turn, but just now he would feel more 
secure if he knew that he was a seventh 
son of a seventh son born with a cow! 
and a double veil. What he feels the 
need of is some ability to read the future 
of martial events, and in this he finds his 
business experience neither an aid nor 
an inspiration. 

The Situation “ “~*~ 
The cotton situation is like this: The 

South has shown horse sense. It has 
not over-planted. It has gone in for 
foodstuffs more extensively than ever 
before. It will not produce more cotton 
than is needed by the rest of the world 
outside of the line that has been drawn 
around our enemies. In spite of the 
academic arguments of certain cotton 
statisticians who are living in the past 
to prove that prices are ‘unreasonably 
high, the mills are making money at 
present prices—American mills more 
than they ever made before—and all the 
cotton that will be raised this year will 
be readily absorbed at even higher prices 
than those of today, if our Allies on the 
other side can get the cotton they will 
want. Here bobs up the periscope of 
the U-boat. If the United States is not 
going to be able to export cotton, then 
there will be more cotton in this country 
than the mills can handle. 

The first day the market began to take 
the submarine situation seriously there 
was a break of fifty points in the first 
half-hour’s trading. It was an attack of 
nerves, and there promises to be many 
such, albeit the cotton market is learning 
to take its war news rather stoically. 
It is not anything that has happened that 
has alarmed the market, for in spite of 
the enormous amount of shipping de- 
stroyed by the submarines cotton exports 
this year to date have been larger than 
for the same period of last year and 
fully up to expectations. The prevailing 
pessimistic predictions as to the future. 
which have been the real disturbing 
factor, have come largely from British 
sources. It is very probable that our 
English friends, feeling that this countr) 
did not fully appreciate the -seriousness 
of the situation, have been trying to 
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alarm us by dark forebodings so as to 
arouse us to greater efforts. The Eng- 
lish public was so slow to awaken that 
British statesmen have become adepts in 
the art of arousing sentiment by creat- 
ing fear. As this country gets deeper 
into the conflict we will be able to draw 
our own conclusions from our own ob- 
servations. England is _ particularly 
anxious that Uncle Sam get busy fishing 
for submarines—and he is going to get 
busy. It seems as certain as anything 
can be certain that means will be found 
to supply France and England with all 
that they must have to successfully con- 
tinue the war; and this means that cot- 
ton exports are not going to be shut off. 
Cotton goods form at the present time 
a most important item among all the ex- 
ports of the British Isles. The north of 
England could not live without the cot- 
ton industry. Cotton is second in its 
importance to England only to food, and 
England will need at least as much 
American cotton next year as this. By 
the time the next crop begins to move 
America will have ships in which to 
move it and a navy strong enough to 
protect those ships. This is a time when 
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to be successful in the cotton business, 
or any other business for that matter, a 
man must be right in a broad sense. It 
is no time to trouble over, or even con- 
sider, the small matters which in normal 
times are so essential to a safe conduct 
of business. Looking at the matter 
broadly, there is nothing against cotton 
or its prospects save the one matter as 
to what extent Germany is going to be 
able to interfere with our commerce. 
To take a pessimistic view of our ability 
to successfully combat the undersea boat 
would be unpatriotic to say the least, and 
it would also be bad business judgment. 

It looks now as though the total cot- 
ton acreage would be about 800,000 
acres smaller than that of last year. The 
season to date is two or three weeks 
late. The promise is certainly ndt for 
an exceptionally large cotton crop. War 
conditions are inflating prices of all com- 
modities, and there is no possible chance 
of cotton’s being an exception to this 
rule. There is every reason to believe 
that we will be able to export as much 
cotton next season as this, and this can- 
not but mean high-priced cotton in the 
end. 

Economy in Wheat Consumption 
By P. S. KRECKER 

HEN the prices of commodities 
began to soar this Spring to al- 
most unheard of figures, a de- 

mand arose that the future markets be 
shut down. The public failed to observe 
that the cash markets were leading the 
advance and that, instead of further in- 
flating the bubble, the future or specula- 
tive markets were lagging and tending 
to check the rise. Cash wheat has sold 
above options for months and today con- 
tinues to command a much better price. 
Instead of curbing the runaway market 
for commodities, suspension of trading 
in options would undoubtedly have a di- 
rectly opposite effect. This statement is 
made in the light of what has happened 
recently in the Winnipeg market. Limi- 
tation of speculation in that Canadian 
wheat exchange had sensational results, 

the market jumping nearly 60 cents a 
bushel in two days because the floating 
supply of contracts had been arbitrarily 
reduced to proportions which were in- 
adequate to meet the requirements of the 
short interest. As the shorts could not 
either cover or secure cash wheat for 
delivery, their situation became acute. 
It has recently been said with truth that 
the Chicago Board of Trade was the 
cheapest wheat market in the world. 
May wheat was bought and sold there 
for less than $3.00 a bushel when almost 
every cash market was at or above the 
$3.00 level. To interfere with the ma- 
chinery of a market which is so well. de- 
* <7 to stabilize prices would be fool- 
ish. 

While the Government report as of 
May 1 has clarified the situation ‘and 
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shown that the probabilities are of a 
larger wheat production this year than 
was deemed probable a month ago, the 
question of supplies promises to be suffi- 
ciently serious to necessitate’ special 
measures for relief. The Allies will re- 
quire all of the wheat that this country 
can spare for at least another year even 

if the war should terminate in the mean- 
while. Recent estimates indicate a 
carry-over into the next crop year of 
around 30,000,000 bushels and possibly 
more. ‘This is small, but something, in 
view of the theoretical exhaustion of sup- 
plies. With such a small carry-over and 
with the total crop at best likely to be 
moderate, it is reasonable to expect that 
measures will be taken by the United 
States government to effect economy in 
the onsumption of wheat during the en- 
suing crop year. 

There are two ways of economizing 
wheat in the milling of flour. One is 
to retain a larger percentage of the ker- 
nel of the wheat in flour than is now 
practised. 

Another method of increasing the 
supply of bread is by mixing with wheat 
flour, the flour of corn or oats. Either 
of these coarse grains, when mixed with 
wheat, makes bread of a fair quality as 
to appearance and of undoubted whole- 
someness. Corn can be mixed with 
wheat flour in the proportion of about 
85 per cent. wheat and 15 per cent. corn 
without being detected except possibly 
by experts. A higher admixture of corn 
flour is likely to make the bread too 
mealy. Its texture will be poor and it 
will disintegrate easily, as does corn 
meal bread. On the other hand oats 
flour can be mixed with wheat flour in a 
proportion as high as 30 per cent. with- 
out injuring either the texture of the 
bread or reducing its nutritious value. 
With wheat worth nearly: five times as 
much as oats and corn commanding 
double the price, it is reasonable to ex- 
pect that oats will be mixed extensively 
with wheat flour. An average of only 
20 per cent. of oatmeal or cornmeal in 
flour would mean an enormous saving 
of wheat. If, in adition, a larger per- 
centage of the wheat kernel is milled, 
long strides will be taken towards mak- 
ing up for the shortage of wheat. The 

Government is reported to have con- 
ducted experiments along these lines 
which show that the equivalent of 200,- 
000,000 bushels of wheat a year can be 
provided in this country alone by grind- 
ing more of the wheat kernel and mixing 
flour of other grains with wheat. 

Fortunately, in view of the probability 
that such means as have been mentioned 
will be employed to increase the supply 
of human food in the United States, the 
prospects are for large crops of both oats 
and corn. Private estimates make the 
increase in acreage of oats this year 
about 14 per cent. Acreage of corn also 
is enormous and probably record-break- 
ing. The report of the government on 
crop reserves as of March 1 showed ™ 
393,985,000 bushels, to which must be 
added 36,746,000 bushels in the visible 
supply of that time or a total of 430,- 
731,000 bushels. The average reserves 
of oats in farmers’ hands on the date in 
question is 458,239,000 bushels. Re- 
serves of corn on March 1 were quite 
well below the average, being 789,416,- 
000 bushels against the five-year average 
of 1,013,000,000 bushels. Including the 
visible supplies at that date, the total 
quantity of corn in the country were 
802,347,000 bushels. 

Prospects 

The prospects for a big corn crop have 
been brightened materially by the poor 
winter wheat season. Corn will be sown 
in place of winter killed wheat in many 
districts. So will oats, but it requires 
less seed corn to sow an acre than oats 
to seed an equal area. Both of these 
cereals are playing a more important 
part in the speculative markets than they 
have in years. Increased speculative at- 
tention is being paid to oats because of 
the price. There is a relative value be- 
tween corn and wheat and also between 
oats and corn. Corn and wheat are not 
as badly out of line as are oats and 
wheat and oats and corn. Oats are 
relatively cheap, and only the fact that 
they are selling at the highest price in 
years keeps some operators from trad- 
ing in them. The public has been a 
large buyer of oats, however, and the 
question has been raised whether the 
market is not over-bought. 




